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A Hooper-Holmes 
inspection is the 
Ounce of Prevention 
for your business. 


DISTORTION 


Distortion has no place in the inspec- 
tion picture. To be of utmost value 
to our clients, the word picture we 
present in an inspection report must be 
in the true proportions of the subject. 


To produce such a picture oftentimes 
involves many difficulties which must 
be overcome. Information is often 
elusive, the proper informants hard 
to find. Statements must be weighed 
and found not wanting in veracity, 
else the subject of our picture will 
not be faithfully reproduced. 


Such is one of the aims and ideals 
inculcated in every Hooper-Holmes 
inspector. To him is given the re- 
sponsibility of producing a report 
without bias - without distortion, a 
true word picture. 


The nationwide facilities of The 
Hooper - Holmes Bureau are devoted to 
the compiling of Moral Hazard In- 
spection Reports for insurance under- 
writing, credit, commercial and em- 
ployment purposes and Claim 
Reports. Address inquiries to 
102 Maiden Lane, New York. 
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@ Looking ahead 


In these parlous times, one of the 
important considerations of busi- 
ness men should be how they can 
aid in the recovery of business sta- 
bility. Theodore Roosevelt once re- 
marked that every man owed it to 
himself and his profession to devote 
some portion of his time to the ad- 
vancement of his profession. 

Right in line with these thoughts, 
we are presenting in our next issue 
an article by Edgar H. Sensenich, 
concerning the place of credit men 
in the economic picture and how 
they can aid in the business revival. 
The author is Vice-President of the 
United States National Bank of 
Portland, Oregon. 


A second article of noteworthy 


_ interest, and another in the series 


on Credit Calculus by H. G. Romig, 
is written on the subject of “Short 
cuts in statistical analyses”. Those 
who have followed Mr. Romig’s 
series will find this an excellent ad- 
dition to his previous pieces along 
this same line. 


@ Our cover 


This month our front page car- 
ries a reflecting photograph of an 
accountant’s slide rule. This in- 
strument for calculating intricate 
figures was obtained through the 
courtesy of Pace ,Gore & McLaren 
of New York. 
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Millions To Pay 
Past Due BILLS 


1931, Household Finance Corpo- 
ration, America’s foremost family 
finance organization, made 363,851 
loans amounting to $73,310,170. 
Few of these loans created new debts. 
Over eighty per cent of them refinanced 
and amortized credit already extended 
by merchants and others. 
The average monthly repayment to 


Purpose of Borrowing 


Miscellaneous Existing Debts 
Medical, Dental and Hospital Bills 
, a ee ee ae 
Mortgages and Interest . 
Fuel Bills . . . . 
Repair Bills . . . 
Insurance . . . . 
Furnishing Bills . . 
Clothing Bills. . 
Moving Expense 

Food Bills . 

Funeral Expense 


Business Needs. 
Travel and vacation. 
Assist relatives . 
Education . . . 


No. of Loans 


- 136,234 


363,851 


Household (over 20 months) was less 
than ten percent of the family’s monthly 
income, enabling the borrower to pay 
his creditors at once and get out of 
debt without materially affecting his 
purchasing power. 

This tabulation indicates that the 
Household Loan Plan is an effective 
ally of creditors and credit men. 


% of Total 


37.44 
12.95 
10.26 
4.29 
4.25 
3.16 
3.00 
2.99 
2.82 
1.95 
1.29 
.67 


To pay existing bills 85.07 


47,119 
37,332 
15,601 
15,451 
11,491 
10,902 
10,882 
10,277 

7,111 

4,682 

2,424 


33,124 
8,297 
6,524 
6,400 


9.10 
2.28 
1.79 
1.76 
Total 100.00 


HOUSEHOLD 


FINANCE CORPORATION 


and Subsidiaries 


Palmolive Building, Chicago 


One Hundred Forty-Eight Offices in Ninety Cities in . . . ILLINOIS ... INDIANA...IOWA...GEORGIA ... MARYLAND .. ; 
MASSACHUSETTS ... MICHIGAN ... MISSOURI . .. NEW. JERSEY . . . NEW YORK .. . PENNSYLVANIA... RHODE ISLAND . . . WISCONSIN 


When writing to Household Finance Corporation please mention Credit & Financial Management 
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in the country and prosperity will return at once! 

If President Hoover or any other of our national 

leaders made such a statement as this, the people 
of the country would probably call the author of 
this prediction completely crazy. Yet many of the 
“Bring Back Prosperity” ideas which have been ad- 
vanced are just as silly as this one. The painting of 
all the barber shops in the country probably would 
not improve business one thousandth of one per cent, 
but the story of how and why one barber shop ceil- 
ing was painted will reveal what must be done to 
improve and stabilize business on a sound and pro- 
gressive basis. 

One of this country’s dictating machine companies 
sent its star salesman to Australia. The salesman 
sold his product with the fervor of an evangelist sell- 
ing religion. His middle name should have been 
“Ingenuity”, because he always devised, with startling 
originality, the most unusual schemes and methods 
for selling dictating machines. He is now the Di- 
rector of Personnel for one of our big oil companies 
and might object to ‘my using his name, so in this 
story he will be allegorized as “Mr. Ingenuity”. 

One day while lying back in a chair getting a 
shave in an Australian barber shop, Mr. Ingenuity 
asked the proprietor why he didn’t paint the barber 
shop. The proprietor answered that it would cost 
more than it would be worth. As his eyes surveyed 
the ceiling, Mr. Ingenuity said, “I'll make a bargain 
with you. If you'll let me paint anything I want on 
the ceiling, I'll paint your whole barber shop for 
you.” The proprietor smilingly agreed. Mr. In- 
genuity redecorated the entire barber shop and on the 
ceiling painted a huge advertisement for the dictating 
machine which he sold. Every time a business man 
had a shave in this barber shop, he did not go to sleep 
or think about his troubles. No—he read the large 
dictating machine advertisement on the ceiling. This 
barber shop ceiling advertisement not only caused all 
of the business men who were shaved in this shop to 
talk about his product—it also caused them to buy 
machines. Test your own originality and see if you 
can devise a more original and unusual method of 
advertising the product of your company, or any 
company, than this one. 

Mr. Ingenuity’s mind was working even as he lay 
back in the barber chair getting a shave. I cannot 
think of any story exemplifying ingenuity in adver- 
tising, salesmanship and business which can equal this 


“ Begin next week and paint all the barber shops 
¥ 
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one. If we had more business men in this country 
who were figuring new and better ways to sell their 
products even while getting a shave, we: would have 
little cause to bemoan the minor and major tragedies 
of the business depression. 

The business years of 1930 and 1931 have been 
buried with all the conventional mourning formali- 
ties. Yet high above our depression cemeteries rise 
inspiring monuments of outstanding business achieve- 
ments during these two years. With almost every 
line of business dragging the bottom in sales, one 
radio company had a 100% increase in sales in 1930; 
a nationally known floor products company increased 
its profits almost 600% in 1931; a refrigerator com- 
pany established the enviable record of a net sales 
gain of 460% over one year’s period; a building con- 
struction products company, with the building in- 
dustry at its lowest ebb in our economic history, 
doubled .its selling force in 1930. Our exports to 
foreign countries in 1931 decreased about 45% in 
dollar volume under our exports for 1929, yet one 
well-known company doubled its exports in 1931. 

Such records as these are amazing—almost un- 
believable. Back ‘of these outstanding business 
achievements, you will find executives who didn’t 
close their eyes and feel sorry for themselves while 
they were having a shave in the barber’s chair. They 
used the same brand of ingenuity that the dictating 
machine salesman used when he painted his advertise- 
ment on the barber shop ceiling. 

It seems today that alibiship has replaced states- 
manship. We spend so much time blaming the 
stupidity of others that little time is left to develop 
and use our own ingenuity. Business men today are 
just as foolish as the man who ate oysters for fifty 
years, hoping to find a pearl of great value. They 
have had luckcess instead of success. The business 
depression cross-word puzzle can be solved by a nine- 
letter word—INGENUITY. We’ve had too much 
advising and not enough devising; too many brick 
throwers and not enough brick layers. 

Thomas A. Edison once said, ““There is no expedient 
to which a man will not go to avoid the real labor 
of thinking.” When a depression settles down around 
us, business men go on a “thinking vacation” and 
await the return of better times. Their powers of 
ingenuity become atrophied. While a few leaders are 
painting advertisements on barber shop ceilings and 
establishing startling business records, the majority 
are dozing complacently in a barber shop chair. 















Nobody ever says “BUSY” 


Send 
a “BOOK” of 
POSTAL 
TELEGRAMS 


when you would reach 
a number of people with 
a single message in a 
minimum of time. Just 
ask for a Postal Tele- 
gtaph Representative. 


704 POSTAL TELEGRAM! 


@ If you would reach one man or a thou- 
sand men quickly...if you would com- 
mand their attention immediately. . 
would urge them to act... promptly... 


use Postal Telegraph. 


-if you 


Postal Telegraph is fast, accurate and 


dependable ... always. It is con- 
venient to use. It is the modern 
way of cutting out the red tape in 
business...of getting things done 
without fuss or bother or delay. 


TH E INTERNATIONA L S Y 
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Mackay Radio 


And Postal Telegraph provides a record of 
every message for future reference. 

Use Postal Telegraph in your credit 
and collection work ...today and every 


Postal Telegraph is the only American tele- 
graph company that offers a world-wide service 
of coordinated record communications under 
a single management. Tbrough the great Inter- 
national System of which Postal Telegraph is 
@ part, it reaches Europe, Asia, The Orient over 
Commercial Cables; Central America, South 
America and the West Indies over All America 
Cables; and ships at sea via Mackay Radio. 


S T E M 


When writing to Postal Telegraph, please mention Credit & Financial Management 
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“Owed” to the Credit Man 


@ Dedicated to the nation's credit executives whose 37th Annual Convention takes place at Detroit, 
/ Michigan, from June 20-24, 1932. 


by HOPE CONNER 


Oh, Credit Man, yer days are filled 
With most distressing woe, 

Fer you it is who bears th’ brunt, 
When debtors come an’ go. 

Th’ management will cuss yo’ when 
Th’ bills are overdue; 

An’ if he’s made t’ pay on time, 

Th’ debtor cusses too! 


Th’ traffic man will cuss yo’ if 

Yo’ want a shipment stopped, 
That’s on th’ way t’ some fall guy, 
Whose credit rating’s dropped. 

Th’ salesmen cuss when yo’ refuse 

A bird not worth a dime;— 

Then with so many troubles, you 
Must cuss most all th’ time! 


If when an order’s given in, 

Yo’ gather all th’ dope, 

An’ learn from interchange reports, 
There’s little grounds fer hope,— 

An’ checkin’ further, find that none 
Who know th’ man would let 

Him charge a dollar’s worth 0’ goods, 
Yo’ turn him down I'll bet. 


But when things happen thus, an’ he’s 
Quite “mad” at yo’, what then?— 
You'll likely hear he’s fallen heir 

T’ millions of “iron men”! 

With funds t’ pay much more than yer 
First bill amounted to;— 

But other orders ne’er will come, 
"Cause he’s too “mad” at you! 


An’ then, o’ course, th’ management 
Maintains yo’ should have guessed, 
This seemin’ worthless credit risk 
Would some day be possessed 

O’ riches heired from some ol’ guy, 
Who lived in Timbuktu, 

Unknown alike, t’ everyone;— 

Th’ heir, as well as you! 


It’s yer fault if a customer 

Turns out a puddin’ head,— 

An “honest” bird, who cannot pay, 
But gives yo’ “love”, instead! 

Or if a crook gives out reports, 

That time proves are untrue,— 
Who gets th’ blame, in such a case? 
Nobody else but you! 


So Credit Man, yer life is not 

O’ pleasure,—unalloyed; 

Fer many times, you’ll find yerself 
Much more than just “annoyed”:— 
Th’ antics o’ yer customers, 

May lead yo’ t’ declare, 

That credit men must tread a path, 
That leads but t’ despair. 


But after all, friend Credit Man, 
What could we rather do,— 

What other job would suit so well, 
A guy like me,—or you? 

What other job gives such a chance 
T’ know yer fellow man, 

T’ study his psychology— 

(An’ learn it, if yo’ can!) 


It’s inter’sting an’ prof’table, 

T’ lend a helpin’ hand, 

An’ save a dyin’ debtor from 
A-sinkin’ in th’ sand: 

An’ if th’ thing’s accomplished, it’s 
Th’ kind o’ work that makes, 

Th’ job “worth while”, in spite o’ all 
Th’ energy it takes. 


Our work is hard, an’ many times 
We find it thankless, too, 

But what o’ that, when every day 
We find so much t’ do;— 

Get busy, then, an’ do yer bit, 
Meet problems with a smile, 

An’ don’t ferget, that credit work 
Will always be “worth while”! 


@ A limited number of copies of this poem, printed on colored stock, suitable for framing, are available at 


10 cents each. Write to the Managing Editor, Credit and Financial Management, One Park Ave., New York. 
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Straws in the wind 


Blow hot, blow cold—the following straws indicate the strength 
and direction of the trade winds in recent weeks: 


AUTOMOBILE PRODUCTION—Stimulus of the usual spring activity and 
the low-price values offered by the triangular competition of Ford, 
Chrysler, and Chevrolet are causing hopes to rise somewhat in this field. 
Sales of the new Ford are mounting favorably. 


BANK CLEARINGS—So far as check transactions were concerned, busi- 
ness activity showed strong resistance to the wave of depression that has 
settled over the country recently. The total value of checks passing 
through clearing houses in forty-seven leading cities as reported to Brad- 
street's for the week ending April 20, totaled $4,998,807,000, an increase 
of 1.4 per cent over the mention week, although a decrease of 40.9 from 
the corresponding week a year ago. 


BUILDING CONSTRUCTION: Building construction has been decidedly 
disappointing this year. Total building contracts awarded during the 
first two months have been over 60 per cent below that of last year and 
about one-fourth the rate during the same period in 1929. A consider- 
able part of this decline is due to lower costs in construction, but the 
amount of floor space has also been greatly reduced. 


BUSINESS FAILURES: The March record of business failures again af- 
fords some slight encouragement. Although the total number of failures 
reported by Bradstreet's rose from 2,577 to 2,593, the increase was of 
less than seasonal proportions. Bradstreet’s adjusted index poaryg cd 
fell from 137.6 per cent of the 1928-30 average to 133.4 per cent. This 
represents the second consecutive drop from the level of 138.6 existing 
in January, and is materially below the all-time peak of 141.4 reached last 
September. Liabilities actually declined, falling from $126.8 million to 
$113.1 million, and carrying them below any month since last August. 
Liabilities per failure, or the average size of failure, did even better than 
this, dropping to $43,600, which is less than any month since last March. 


CAR LOADINGS: Loading of revenue freight for the week ended 
April 9 totaled 544,806 cars, according to reports made public by the 
car service division of the American Railway Association. This was a 
reduction of 155 cars below the preceding week, 192,466 cars below the 
corresponding week in 1931 a 366,510 under the same period two 
years ago. 


COMMODITY PRICES: Retail food prices on March 15 showed an aver- 
age decline of about 0.33 per cent compared with February 15, and an 
average decrease of about 17 per cent since March 15, 1931, the Bureau 
of Labor Statistics reports. The bureau's weighted index numbers with 
average prices in 1913 as 100.0 were 105.0 on March 15 against 105.3 
for February, and 126.4 for March 15, 1931. 


INVESTMENTS: U. S. Government bonds were considerably strengthened 
by the new Federal Reserve policy of purchasing these bonds on a large 
scale. A slight turn-up in utilities, industrials and rails accompanied the 
uphill climb to a new high for 1932 of government bonds. Stocks con- 
tinued the slow, slightly downward fall in April. Foreign bonds were 
relieved of strain with the re-election of President Hindenburg in 


Germany. 


STEEL PRODUCTION: Steel ingot production for the country at large, 
which averaged 21 per cent during the early weeks of April had risen 
to ve per cent oF capacity later in the month, gains at Pittsburgh, 


Birmingham, Buffalo and Youngstown being partly offset by a loss at 
Cleveland. 
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tionally acute. Unemployed were 

estimated at 5,000,000 in the 

United States. Eighteen months 
later these had all been absorbed and 
there was an actual shortage of labor. 

How was it done, asks “Anglo- 
American Trade.” Mr. McKenna, the 
Chairman of the Midland Bank in Eng- 
land, has been very explicit on this 
point. “There is no mystery about 
what happened in the United States,” 
he said. “Their financial policy as with 
us had been one of forcing down prices 
by a restriction of credit and a reduc- 
tion of the purchasing power of the 
public. In the autumn of 1921 this 
policy was abandoned. The restriction 
on increase of bank credit was removed. 
Bank deposits grew, prices of commodi- 
ties tended to rise, and the unemployed 
were gradually absorbed into industry. 
In eighteen months the work was com- 
plete.” He also tells that while from 
1922 to 1926 there was an increase of 
£891,000,000 in the United States, there 
was a decrease of £122,000,000 in this 
country, and deplores the rigidity of 
the Bank of England, which prevented 
the English from following the Amer- 
ican example. 

The lesson is clear. The United States 
to-day in the throes of a far greater de- 
pression, is repeating history. So pros- 
perous did her people become in the 
’20’s, that control of credit was slipping 
from the banks into the hands of the 
big industrial corporations. So the brake 
was applied, and the Stock Exchange 
crash of October, 1929, was the result. 
There was a tremendous deflation of 
values, stated by Dr. H. Parker Willis 
at $5,000,000,000. From that date to 
September, 1931, the shrinkage of credit 
used for the working capital of Ameri- 
can business was $12,624,000,000, a 
drop of no less than 36%. From a peak 
rate of about $44 billions in 1929, the 
annual income.of all workers declined 
to about $35 billions. In the past three 
months, Ogden L. Mills states, member 
banks’ credit has been deflated by over 
$1,500,000,000 or at the rate of more 
than 25%. 


. In 1921 trade depression was excep- 
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Wholesale commodity prices (Fed. Res.) above; right, Dept. of Commerce charts, 
1923-25 = 100 


Faced with a situation similar to 
1921, but intensified by the rapid de- 
velopment of production during the 


‘past ten years, President Hoover is tak- 


ing similar steps and putting into opera- 
tion the same forces that then saved the 
situation. 


By a series of measures he has sought 
to reverse the present process of defla- 
tion by the use of credit. Under gov- 
ernment auspices there have been 
planned a National Credit Corporation, 
a Depositors’ Relief Corporation, a Real 
Property Defence Pool, and a Re-con- 
struction Finance Corporation, this last 
with funds of $2,000,000,000. 


But apparently these were too slow. 
Another emergency measure—the Fed- 
eral Reserve Credit and Currency Bill— 
has been rushed into Law. This is to 
increase credit facilities by permitting 
the Federal Reserve Bank to discount 
commercial bills ineligible under the 
Present regulations. This will permit, 
by the release of free gold, the issue of 
additional currency to the extent of 
about £500,000,000. The immediate re- 
action to its announcement was a sen- 


sational upward jump in many leading 
American stocks. 

Viewed in the light of the past, un- 
doubtedly the right step has been taken 
by credit-expansion. The bogey of “‘in- 
flation” is invoked by those who are 
still tied down to the conceptions of 
yesterday. 

“Inflation,” however, rightly defined, 
implies ‘tan increase in the quantity of 
money in use in relation to the quantity 
of goods and services to be exchanged.” 
Since the quantity of goods and services 
to-day is potentially unexhausted, the 
quantity of money may be increased 
without danger. Mr. McKenna may 
again be quoted “If the supply of new 
money does no more than keep pace 
with the increase in production, there is 
in fact no inflation whatever.” He is 
supported by Sir Josiah Stamp, who re- 
marks “If people were really seized with 
the true and sinister import of a fall in 
gold prices of 20% in five years, they 
would not stand on ceremony with their 
petty fears about new inflation. Some 
people’s attitude towards the subject 
reminds me of a person fussing with a 
flower vase when the house is on fire.” 
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An Interview by 
Steve Stevenson 


with HON. WILLIAM CLARK 
Judge, U. S. District Court 
District of New Jersey 


are, to a large extent, responsible 
for the losses they receive each 
year as the result of “tribute” ex- 
acted by organized groups of criminals. 

Sitting in his chambers in the United 
States District Court at Newark, N. J., 
Judge William Clark made the fore- 
going statement while expressing the 
opinion that the greater percentage of 
American business. was free from the 
tentacles of crime’s octopus, but that 
the smaller percentage served as a para- 
dise for crooks because the fields of 
endeavor are made inviting to those 
having dishonest methods for acquiring 
cash and property. 

In making his statement, Judge Clark 
had in mind “two fields of endeavor” 
tor crooks and grafters. The first con- 
cerns the attitude of some creditors 
towards debtors of doubtful monetary 
and personal standing and the second, 
the relations between some business men 
and certain labor groups, which Judge 
Clark asserted were operated under the 
guise of “unions” but in reality were 
only offshoots of gangland. 

“In the time that I have been on the 
bench”, said Judge Clark. “I have had 
occasion to observe the various phases 
of bankruptcy cases. The one that has 
interested me the most is the apparent 
carelessness in which a large number of 
manufacturers, wholesalers and others 
extend credit to concerns, which were 
destined for bankruptcy from the first 
day the doors were opened for busi- 
ness. 

“This carelessness, in my estimation, 
costs American business on an average 
of $800,000,000 a year. This figure has 
been borne out by financial experts of 
this country. 

“Not all of this loss is due to crook- 
edness on the part of debtors. I esti- 


“ Business men of the United States 
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Millions 


aThe best defense is a strong 
offense . . . aggressive honesty 
alone can crab the grab act 
of today's commercial criminals 


mate the loss to American business 
from dishonest methods at about $400,- 
000,000 a year. 

“I believe that a large percentage of 
the debtors using dishonest methods do 
not enter business with criminal intent 
but become dishonest when they ascer- 
tain that their enterprises are destined 
to fail. In that case, these debtors de- 
cide to ‘grab’ as much as they can and 
let the creditors ‘hold the sack’. Now, 
it seems to me that men, who are paid 
to be credit experts, would make it 
their business to keep in touch with the 
methods of operation being employed 
by their debtors. Following that pro- 
cedure, I believe, they would be able 
to forestall a large percentage of crook- 
edness on the part of debtors, who dis- 
play signs of dishonesty. 

“I know it is an impossibility for 
credit managers, or their office attaches, 
to make personal visits to all debtors’ 
places of business. However, most con- 
cerns have traveling salesmen, who 
should be held accountable for the 
financial actions of their customers, 
insofar as their employers are con- 
cerned. It should be the business of 
the credit manager to ascertain that the 
salesmen: pay just.as much attention to 
their customers’ monetary status as they 
do to selling them merchandise. What 
is the use of selling merchandise and 
then not getting paid for the amount 
delivered? 

“If I were the head of a mercantile 
establishment, I would make a rule 
that a salesman would have to stand 
part of the loss incurred through the 
failure of a debtor to pay his bill. I 
would make it a policy of charging a 
percentage of the lost account against 
the salary or commissions of the sales- 
man. I would make it a larger per- 
centage if the account was not paid 
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because of dishonest acts on the part 
of the debtor. It should be the busi- 
ness of every salesman to protect the 
property of his employer and debtors’ 
accounts are an employer’s property. 
To properly protect the property a 
salesman should ascertain the standing 
of his customers in their own com- 
munities. 

“If a debtor is going to be dishonest 
with his creditors in business, it is 
almost a certainty that he has shown 
crooked signs in transactions with his 
neighbors. A salesman should make 
such investigations as to warrant him 
having first hand information relative 
to the honesty of a debtor and this in- 
vestigation should be made in the 
debtor’s own community. 

“I believe that if salesmen know they 
are going to be penalized for the failure 
of debtors to pay their bills, that they 
will make strenuous efforts not only to 
investigate their customers but also to 
be certain that their employers are paid 
for the merchandise they have delivered 
in good faith. 

“Credit managers rely to a great ex- 
tent on the reports of salesmen in de- 
termining whether credit shall be ex- 
tended to a new customer. When 
credit is extended, salesmen are partly 
responsible for such action on the part 
of their employers and for that reason 
the salesmen should be held responsible 
if the bills are not paid. 

““However, I have observed that some 
credit managers do not insist to any 
great extent upon salesmen cooperating 
with them in the collections of ac- 
counts. Upon the shoulders of these 
credit managers rests the blame for 4 
large amount of the loss to American 
business due to the operations of dis- 
honest persons. If the credit executives 
were more careful this loss would not 
occur; at least not to the extent now 
prevalent. 
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“Another instance where American 
business ‘pays off’ to the grafters is 
evidenced in the building trades and 
some commercial enterprises, such as 
the laundry business. 

“Not long ago a friend of mine, in a 
position to know what he was talking 
about, told me that he had come in con- 
tact with a building contractor, who 
was having trouble with a group of 
workmen, members of a so-called union. 

“These workmen suddenly demanded 
an increase in wages for the job they 
were working upon. Before the work- 
men started, a price for their labors had 
been set for the entire job, but when 
they thought they had the contractor 
in a position where he would have to 
meet the increase, the sudden demand 
for more money was made. The truth 
of the matter was that the contractor 
was working against time and could 
not afford to waste even one day to 
obtain a new crew. 

“The ‘walking delegate’ of the so- 
called union called on the contractor, 
who was told that for five thousand 
dollars the delegate would ‘fix things’ so 
that the workmen would keep on the 
job at the same wages agreed upon when 
the job was started. The contractor 
paid the five thousand, which was 
pocketed by the delegate. The work 
went on for a few days until another 
‘delegate’, representing another group 
of workmen called on the contractor 
and declared that his group demanded 
an increase in wages. It was the same 
old story—for five thousand dollars the 
‘delegate’ would ‘fix things’ in the 
same manner as the first one. 

“The contractor objected to the 
‘hold-up’ but the delegate told him that 
he knew that the first delegate had been 
given five thousand dollars and he 
wanted the same amount. In other 
words it was a racket. Evidently the 
first delegate had tipped off the second 
one about the ‘easy pickings’. To make 
a long story short, the contractor paid 
the second five thousand. 


“In my estimation the contractor 
was just as much to blame as the so- 
called ‘walking delegates’ in the trans- 
action, The Welegates double-crossed 
the workmen and the contractor dou- 























































for offense! 


ble-crossed his fellow American busi- 
ness men by paying the bribes. I do 
not believe that honest owners of a 
building under construction would ob- 
ject to granting a contractor an exten- 
sion of time if he explained to them 
that he needed it to obtain a new crew 
because the one he had was endeavoring 
to ‘high-jack’ him. And in my opin- 
ion the contractor in question should 
have asked for an extension instead of 
bribing the delegates. 

“Not long ago the case of a group 
of laundrymen in a large city was 
brought to my attention. For some 
reason or another a gang of hoodlums 
started preying on all owners of laun- 
dries in that city. Delivery trucks 
were raided and clothing was destroyed. 

“In a few days representatives of 
the gang called upon the laundry own- 
ers and asserted that for a certain sum 
—nothing else but a tribute—the trucks 
would be left alone and the owners 
would be protected from the 
slaughts of other gangs. 

“I was surprised to learn that the 
laundry owners agreed to pay this 
tribute. However, later they tired of 
that procedure and decided to form an 
organization to combat the gang. Spe- 
cial policemen were employed to act 
as guards for the trucks, but it soon 
turned out that some of these ‘special 
policemen’ were members of the gang 
and as a result the trucks were raided 
again. 

“The laundry owners decided that it 
was cheaper to pay the tribute than to 
maintain the organization and I under- 
stand they are still ‘paying off’ the gang. 
In my opinion the laundry owners are 
just as much to blame for their plight 
as the hoodlums. I cannot understand 
why legitimate business men cannot 
find some means to stop the activities 
of bandits preying on their business. By 
continuing to pay tribute to the gang, 
the owners are placing themselves in 
the position of aiding crooks to make 
‘suckers’ out of American business men. 

“I believe it is time for some legiti- 
mate business men to take stock of 
themselves and come to the conclusion 


on- 
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that now is the time to start fighting 
organized crime instead of aiding it. 
If I had my way I would enact a law 
in every state prohibiting business men 
from paying tribute to crooks. In 
other words, if business men aided 
crooks by paying tribute they would be 
placed in the criminal class themselves 
by violating the law. Maybe that 
would bring American business back to 
the times when honest men could do 
business in an honest way.” 
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(Author’s Note—T here is no great- 
= er asset in any community than a 
lu soundly managed bank. Good banks 
have not been shown the measure of 
confidence they deserve. This article 
is not intended as a criticism of sound 
banking. It does portray the recent 
banking history of many saddened com- 
munities.) 


Metropolis 
October 27, 1931 
Union Commercial Bank 
Merlon 
. Gentlemen: 

Reference is made to Examiners Re- 
port No. 98, which indicates a frozen 
condition of many of your loans and a 
sizable shrinkage in your bond account. 
Will you please comply promptly with 
the recommendations made therein. It 
is essential that you rapidly convert 
your loans into a more liquid condition 
and that you make proper adjustments 
on your bond account. 

Sincerely yours, 
JoHN BAINTON, 
Acting Bank Commissioner 


Merlon 

November 1, 1931 
Mr. James Hart 
Hanover 
Dear Sir: 

The collateral deposited against your 
$10,000 note is inadequate on the basis 
of present market quotations. It will 
be necessary for you to either furnish 
$4,000 of additional collateral or reduce 
the face amount of the note by the 
payment of $4,000. 

Sincerely yours, 
UNION COMMERCIAL BANK 


Hanover 
November 5, 1931 
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Banking|| 


by HENRY H. HEIMANN 


Union Commercial Bank 
Merlon 
Gentlemen: 

It is true, as you say, that the present 
day market value of securities attached 
to my note is inadequate. You must 
well realize that present day market 
values are in no sense a reflection of 
true values. The collateral you have 
deposited with my note consists of 
$20,000 par value 6% bonds of the 
Bay State Steel Corporation, which over 
a period of twenty-five years has had 
a long and continued successful record. 

This company has never defaulted on 
its obligations, nor has it ever been 
through a financial reorganization. Even 
in the face of present day conditions, 


it has given a rather good account of 
itself, and it has earned its fixed charges, 
and has made a small return upon its 


stock investment. A balance sheet of 
this corporation indicates a very liquid 
position, indeed, its current assets are 
six times its current liabilities and its 
net current assets equal 50% of its 
fixed obligations. 

Under these circumstances I want to 
voice my strenuous objection to hav- 
ing this collateral valued on present day 
market prices. The bonds are selling 
at $40. and you have $20,000 par 
value of this issue to secure a $10,000 
note. They cost me $20,000 and their 
intrinsic value is that today, I can not 
arrange to reduce my note indebtedness 
at this particular time, since I have 
been unable to realize on obligations 
due me. I shall be glad to make some 
reduction of it upon its due date, but 
I can not anticipate this. I trust in 
view of my long dealings with you and 
the facts above alleged, you will find 
it possible to continue carrying the 
note without forcing me to dump the 
securities on an over-extended market. 
When I bought these securities from 
your Investment Department I had 
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every reason to believe your salesman, 
when he assured me they were sound 
securities. Nothing that has occurred 
since has caused me to change my mind. 
Indeed I have no doubt they will be 
paid in full at maturity, and their in- 
terest will, as heretofore, at all times, 
be taken care of. 

Your salesman will confirm the fact 
that I desired only $10,000 par value 
of these bonds, but through you he 
quoted me such a low rate of interest 
on the loan that he was able to con- 
vince me that it would be better to buy 
$20,000 of bonds and go in debt for 
the additional $10,000. 

Awaiting your advice, I am 

Very truly yours, 
James Hart. 


Merlon 

November 8, 1931 
Mr. James Hart 
Hanover 
Dear Sir: 

We have your letter, but you can 
quite understand that this bank must 
maintain a very liquid condition. On 
this account it will be necessary for 
you to comply with our request. 

Unless we hear from you within the 
next five days, we shall feel obliged to 
sell the collateral in question and ap- 
ply the proceeds in partial payment to 
the note. 

It is with regret we must be insis- 
tent, but we must remain liquid. 

Yours very sincerely, 
Union CoMMERCIAL BANK. 


Hanover 
November 9, 1931 
Union Commercial Bank 
Merlon 
Gentlemen: 

I want to answer your letter of No- 
vember 8, by sending you my financial 
statement which indicates that I should 
be entitled to the consideration from 
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Executive Manager, National Association of Credit Men 


you that I ask in my letter of Novem- 
ber 5. My statement shows that I am 
in a strong enough financial position to 
make it unnecessary for you to sell my 
collateral and apply the proceeds in 
partial payment to the note. 


Yours very truly, 
James Hart. 


Merlon 

November 10, 1931 
Mr. James Hart 
Hanover 
Dear Sir: 


While we appreciate receiving your 
current financial statement, we note 
that your securities are not shown at 
present market prices but are listed at 
cost prices. You can readily under- 
stand why it is impossible to appraise 
the securities listed on your financial 
statement unless present-day market 
prices are given. This information is 
needed to give us a true reflection of 
your financial condition. In view of 
this fact, we reiterate the demands made 
in our letter of November 8. Unless 
you can meet the payment due on your 
note, it will be necessary to sell the 
collateral and apply the proceeds in par- 
tial payment of your note. 


Yours very truly, 
UNION COMMERCIAL BANK. 


Hanover 

November 12, 1931 
Union Commercial Bank 
Merlon 
Gentlemen: 


I have received your letter and will 
see what can be done under the cir- 
cumstances. I naturally appreciate all 
past favors received from you, and, of 
course, it is my understanding that the 
telationship between the borrower and 
his bank is reciprocal. 

It is true that I have shown securi- 


ties which form only a portion of my 
assets at cost prices, but I want you to 
remember that none of these securities, 
which consist of bonds, and mortgage 
loans, are in default. Since our rela- 
tionship is reciprocal, I trust you will 
not take offense at my suggestion when 
I advise you that I will be glad to indi- 
cate present market prices on securi- 
ties shown on my financial statement, 
when and if in your next published 
statement you show present-day market 
prices on your bonds and securities. It 
seems to me a practice demanded from 
your customers might well be followed 
by your own institution. 

You will hear further from me with- 
in a few days. 

Very truly yours, 
James Harr. 


Metropolis 
November 12, 1931 
Union Commercial Bank 
Merlon 
Gentlemen: 

We are without reply to our letter 
of October 27th. Please let us hear 
from you without delay. 

Sincerely yours, 
JoHN BAINTON, 
Acting Bank Commissioner 


Merlon 

November 13, 1931 
Mr. John Bainton 
Acting Bank Commissioner 
Metropolis 
Dear Sir: 

Your Bank Examiner insisted in his 
report that we charge off the deprecia- 
tion on the bond account. He de- 
manded that we scale down these bonds 
to market values irrespective of the 
fact that none of the bonds are in de- 
fault. Such bonds as were in default 
we have written off to present day 
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market value. But the bonds that are 
not in default we could not write off 
for the reason that the difference be- 
tween the cost price and the present 
unreasonable market price would sub- 
stantially absorb our capital and sur- 
plus. For example, we have an invest- 
ment here of $100,000 par value 6% 
bonds of the Bay State Steel Corpora- 
tion. The market price of these bonds 
is $40. They cost us $95. There can- 
not be any. question about the interest 
being paid or the soundness of the prin- 
cipal, and we contend that the present 
day market price does not reflect the 
true. value of these bonds. Yet you 
ask us to revalue these bonds. 

Not only would it inflict a hardship 
upon us, but it would inflict a hardship 
upon the community, if we had to 
scale down bonds, because if we did so 
we could not maintain ourselves as a 
banking institution. 

As to our loans, it is true they are 
somewhat slow but the moral risk of 
these obligations is the highest. We 
believe some consideration should be 
given to this. 

We trust you will reconsider your 
decision. 

Very truly yours, 
Union COMMERCIAL BANK. 


Metropolis 
November 15, 1931 
Union Commercial Bank 
Merlon 
Gentlemen: 


While we appreciate all you say in 
regard to your present condition, never- 
theless, under the law we are allowed 
very little discretion and the Bank 
Commissioner has a specific duty to 
perform. 

Your letter is an admission of your 
frozen condition, and unless this is cor- 
rected immediately (Cont. on page 43) 
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The seventh man 


aQOver 6,000,000 men are unemployed, which means that 
about one out of every seven families is just existing. Evidently, 
the rapidity with which we get back to normal depends 
upon how fast we put this seventh man back into the 
Here is one procedure, explained by 


economic picture. 


L. C. HARBISON, President, 


Household Finance Corporation 


will it take us to get back to 
normal business activity? How 
can we speed up business revival? 

Such are the questions we are now 
asking ourselves. No longer are we 
gloomily wondering “how much lower 
is business going?” And this change 
of questioning is significant for it re- 
flects the fact we are facing the facts 
and turning our hands to the hard 
work that will restore consumer pur- 
chasing. 

The problem in its fundamental as- 
pects is clear. It is this. There are 
about 6,000,000 of our workers—one 
out of every seven—out of a job and 
not buying. This means that about 
one out of every seven families is just 
existing, managing to live somehow, 
getting into debt. Evidently, the 
rapidity with which we get back to 
normal depends upon how fast we put 
this Seventh Man back to work and 
back to buying again. 

And a most important fact to grasp 
here is that we should put the seventh 
man back to work and to buying again 
faster this time, relatively speaking, 
than usual after long depressions. There 
are many reasons. I merely wish to 
discuss the contribution which may be 
made by my own business—Personal 
Finance. 

When the belief becomes general 
that business, prices and credit have 
been deflated, the injection of a credit 
tonic in the form of credit to pro- 
ducers stimulates an up-turn. This 


= Once deflation is stopped, how long 
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credit tonic is being injected by the 
National Credit Corporation, the rail- 
road credit pool, the railroad wage 
agreement, the Reconstruction Finance 
Corporation, and the easier money pol- 
icy of the Federal Reserve Banks. 

When a turn in business comes and 
employment begins to pick up, the 
employment of labor proceeds faster 
and faster. We see here an illustra- 
tion of a principle which might be 
called the principle of the cumulative 
effect. For the re-employment of one 
group of workers causes through their 
buying a demand for more labor, and 
the employment of this additional labor 
sets up a further demand by swelling 
still more the purchases of workers. 

The cumulative pick-up of employ- 
ment after revival of business has 
started should be fast. But, as a mat- 
ter of fact, the process has always been 
slow because of the very simple fact 
that when the workers start back to 
their jobs, they do not begin imme- 
diately to buy normally and, therefore, 
they do not put other people to work 
as fast as they might. 

Here we come upon an important 
difficulty in the way of speedy business 
revival. The cumulative, or increas- 
ingly rapid, re-employment of the 
Seventh Man depends fundamentally 
upon the amount of buying done by the 
man who has got back his job. And he 
doesn’t want to buy; more important, 
he can’t buy. 

The worker who gets back his job 
neither wants to buy nor can buy be- 
cause of one big and sufficient reason— 
he is worried and burdened with in- 
debtedness inherited’ from the unem- 
ployment of the depression. Consider 
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his situation. When he returns to 
work and begins to draw his wages or 
salary again, all of his creditors crowd 
in upon him demanding payment. The 
grocery and meat market, the depart- 
ment store, the clothing store, the fur- 
niture store, the landlord, the doctor, 
the dentist and others dun him in- 
sistently and apply pressure now that 
he has a job again. And we cannot 
blame them in the least. They have 
trusted him and his family for months, 
relying upon his word to pay when he 
secured employment again, and allowed 
him to run up bills that are long past 
due. We cannot blame them because 
we know that the retail merchant’s 
mark-up is based upon the customary 
short time retail credit terms, and if 
accounts run longer than an average of 
70 days the profits expected from the 
mark-up are cut down severely or dis- 
appear entirely. We know, further- 
more, that the longer past due an ac- 
count runs, the smaller becomes the 
prospect of collecting it in full or even 
in part. 

So the Seventh Man, as he starts back 
to work, is worried and burdened with 
debt. He probably cannot pay any one 
of his creditors in full within a month 
after beginning work even if he tries 
his best. If, on the other hand, he 
tries to divide his wage or salary check 
among his creditors giving each a tri- 
fling sum, none of them is satisfied. For 
the creditors’ accounts are no doubt 
already in reality profitless because of 
being so long past due, and no merchant 
would want to wait a year longer to be 
paid in full. 

Thus, the man who gets back his 
job and the creditors who have so pa- 
tiently trusted him, both find them- 
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selves in a deplorable and highly unsat- 
isfactory situation. Moreover, notice 
the effect of this situation upon the 
hopes for a speedy business revival. If, 
after going back to his job, the worker 
must for many months devote all of 
his wages, except merely enough to pro- 
vide the bare necessities of existence, 
to the payment of the indebtedness piled 
up because of unemployment during 
the depression, how can he do much 
toward putting the rest of the unem- 
ployed back to work? His return to 
employment doesn’t mean _ increased 
buying and new business for retail 
merchants, wholesalers, and manufac- 
turers which would create a demand for 
more labor. 

And so the road back to prosperity 
becomes long and wearisome—even 


_after business has actually turned up- 


ward. In the past the climb to normal 
has often been long drawn out, espe- 
cially after a preceding long decline 
which piles up a very large indebted- 
ness on the workingman. 

But today there is rising in the credit 
structure of this country a relatively 
new kind of financial institution—a 
financial institution for the American 
family. It is a credit institution which 
will lend the family cash to pay its 
debts immediately and. put the family 
at once in the market to buy normally 
and stimulate business revival. This in- 
stitution is the personal finance com- 
pany. 

The personal 


finance companies, 


-which date from 1916, now operate 


under the laws of twenty-six of our 
states and lend over half a billion dol- 
lars annually to millions of American 
homes. The Household Finance Cor- 
poration, the oldest and best known of 
the personal finance companies, last year 
loaned over seventy million dollars to 
more than three hundred and fifty 
thousand American families. 


These personal finance companies 
are able to speed up business revival by 
a service which the regular banking 
institutions are unable and unwilling 
to perform. This service is lending 
money to the American family to allow 
it to settle debts and past due accounts. 
That this is a tremendously important 
service to American business as well as 
to the American family is obvious to 
anyone. The regular banking institu- 
tions do not perform this service for 
the simple reason that more than eighty 
per cent of families do not possess bank- 
able collateral and cannot borrow from 
the banks. And only a very small pro- 


portion of our families can satisfy the 
requirements and borrow from the so- 
called industrial banks and various other 
financial institutions which demand 
that the family produce satisfactory en- 
dorsers. It is the personal finance com- 
pany which serves the great mass of 
American families which have nothing 
but a little furniture and a job to offer 
as security for a loan. 

That our personal finance companies 
are going to be of outstanding im- 
portance in shortening the road back to 
prosperity is apparent. When the 
worker, burdened with debt and worry, 
comes back into his job after his period 
of unemployment, he is able to secure 
from a personal finance company a loan 
up to $300 (the limit set by the laws 
of the various states) and pay up his 
depression indebtedness. The creditors 
get their money immediately, and they 
pass this cash on to the wholesaler and 
the manufacturer. Frozen assets of mer- 
chants in the form of past due accounts 
become thawed out, and money gets 
into circulation. Moreover, the family 
can pay back its loan to the personal 
finance company in monthly payments 
at its convenience, taking as long as a 
year or twenty months, whereas this 
long period of paying up depression in- 
debtedness would be highly unsatisfac- 
tory and productive of loss to mer- 
chants if they, instead of the personal 
finance company, had to wait. 

But there is a further benefit—a fact 
of the highest significance. It is this. 
The monthly payments (covering both 
principal and interest) made by the 


worker in paying back his loan to the 
personal finance company take only 
about five to ten per cent of his monthly 
wages or salary. The monthly pay- 
ments of principal required of the 
363,851 families which borrowed from 
Household Finance Corporation last 
year amounted to only 5.7 per cent of 
their monthly incomes. This fact is 
of first importance because it means 
that after having borrowed from the 
personal finance company and settled. 
past due accounts, the family still has 
ninety per cent of its monthly income 
to spend currently. It means that 
workers can settle their depression in- 
debtedness immediately, paying the 
merchants in cash, and be able at once 
to begin buying normally again. This 
is what I refer to when I say that our 
personal finance companies will shorten 
the road back to business revival. 


Every economist, every social worker 
and every business man who is a broad 
student of social affairs knows how im- 
portant and indispensable is the service 
performed for the American family by 
our personal finance companies. But 
retail merchants have not as yet be- 
come well enough acquainted with this 
new institution to realize how impor- 
tant to retail trade personal finance 
companies are becoming. However, as 
more and more business men come to 
learn that during the past year personal 
finance companies loaned slightly over 
half a billion dollars to millions of fam- 
ilies who could not borrow from banks, 
and that over eighty per cent of this 


money was used by (Cont. on page 43) 








aA five-year com- 
parison of American 
Can and Continental 
Can companies 


by JAMES E. PRESCOTT 


A previous analysis was made of Gen- 
eral Motors Corp. by comparison with 
a “Base,” composed of the average fig- 
ures of the automobile industry as a 
“Group”. A subsequent analysis gave 
an “Internal Analysis” of American 
Smelting and Refining Co., that is, the 
comparison was made against a “Cross- 
footed Period Statement” covering 5 


years, which in effect reflected an “‘aver-. 


age” condition. 

This article gives a comparison of 
another type. Various ratios used by 
credit executives and security analysts 
are compared with the ratios formed by 


Can: American 


a “Joint Period Statement” of the two 
companies mentioned below. 

American Can Co. is the largest 
manufacturer of tin cans and contain- 
ers in the world. The Company op- 
erates over 50 plants in various parts 
of the United States, Canada, and the 
Hawaiian Islands. It also has an inter- 
est in the “British Can Co. Ltd”, one 
of the largest manufacturers of metal 
containers in Great Britain and Ireland. 

Continental Can Co. is the second 
largest factor, in the can making and 
can closing machinery business. The 
Company operates 38 plants in the 
United States and Cuba. It also has an 
interest in the “Metal Box Co. Ltd”, 
the principal can manufacturer in the 
British Isles. In February 1931 a ma- 
jority interest was acquired in “Com- 
pagnie Franco-Continentale de Boites 
Metalliques”, one of the leading can- 
making companies of France. 


Joint Period Statement 


For purposes of comparison, the Dol- 
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67.26 


30.42. 
69.58. 


27.76 33.46 
_ FRAMERS 66.54 
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lar Statements of the two companies 
were crossfooted to form a “Joint Period 
Statement”, or “Base”. This in effect, 
reflects an ayerage condition of the two 
companies over the § year period, and, 
therefore, it is better to use this as a 
base than the statement of either com- 
pany for any one year. 


100% Statements , 


The dollar statements were converted 
into 100% statements; that is, each 
item was reduced to a percentage of 
total tangible assets or liabilities. Patents 
and Goodwill were deducted from Total 
Assets and Surplus. The 100% State- 
ments are shown below. “Total Fixed” 
includes all ‘“Non-Current Assets” as 
well as “Plant and Equipment”. This 
latter item is based on the Dollar fig- 
ures after the deduction of Reserves for 
Depreciation. 


It is unfortunate that it was neces- 
sary to use the net figures, but these 
were the only ones available for Ameri- 
can Can Co. and although Continental 
Can shows the cost and depreciation 
separately in their reports, the net fig- 
ures were used in order to present a fair 
comparison. (Further reference is made 
to this, under the heading of ““Deprecia- 
tion of Plant and Equipment”). If the 
depreciation was given, one could form 
an idea as to whether a reasonable 
amount was being written off each year. 
It is the practice of some companies to 
make their depreciation charges flexible 
by showing excessive charges in the 
more profitable years, and smaller 
charges in the lean years. 


This practice, however, is irlcorrect, 


as a standard rate should be used. 


If all statements were uniform, more 
reliable comparisons and statistics could 
be formed. The New York Stock Ex- 
change could point the way, by insisting 
on uniform statements from all of the 
companies whose securities are listed 
thereon. 


Current Ratios 


1926 1927 
American Can Co. 453 503 
Continental Can Co... 780 944 


1929 1930 
American Can Co. 399 412 
Continental Can Co. 1124 1246 


Relation to the Period 


1926 1927 1928 
American Can Co 87 97 72 
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Continental Can Co. 133 145 145 
Joint Period 


1929 1930 Statement 
American Can Co. 77 79 
‘Continental Can Co. 154 158 


Above are shown the amount of Cur- 
rent Assets available to pay the Cur- 
rent Debt. 


Instead of being expressed in the cus- 
tomary manner of 4.53 to 1 American 
Can’s Current Ratio is shown as 4.53 
in 1926, indicating that there were $453 
of Current Assets for every $100 of 
Current Liabilities. While the ratio in 
every year is substantial, it is below the 


“Joint Period Statement” in every year. 


Continental Can’s Current Ratio in- 
creased from 780 in 1926 to 1246 in 
1930, being higher than the “Base” in 
every year. 

It will be noted that the relation to 
the “Base” has only been increased from 
133% to 158%. This ratio has been 
controlled as explained under the head- 
ing, “The Index”. 


Merchandise to Receivables 


1926 1927 1928 
American Can Co. 281 270 211 
Continental Can Co. 157 158 185 

Joint Period 

1929 1930 Statement 
American Can Co. 172 114 181 
Continental Can Co. 179 116 181 

Relation to the Period 

1926 1927 1928 
American Can Co. 136 133 114 
Continental Can Co. 87 87 102 

1929 1930 
American Can Co. 95 63 


Continental Can Co. 99 64 


The changes in this ratio in a way 
check the fluctuations of the current 
ratio due to the fact that sales of mer- 
chandise -and the change of inventory 
into receivables adds the equivalent of 
the profit on the sale to the asset side 
of the current ratio, without any neces- 
sary addition to the liabilities side. 


It also indicates the preponderance of 
either merchandise or receivables in the 
current assets, which maks a consider- 
able analytical difference in estimating 
probable profits or losses due to inven- 
tory fluctuations at different phases of 
the business cycle. 


American Can shows $281 of Inven- 


tory in 1926 for every $100 of Receiv- 


ables, and this has decreased to $114 in 
1930, 


Continental Can over the period 


and Continental 





% 


shows a decrease from 157 to 116. 


Worth to.Fixed Assets 


1926 1927 1928 
American Can Co. 136 133 134 
Continental Can Co. 166 168 159 
Joint Period 
1929 1930 Statement 


American Can Co, 131 128 140 
Continental Can Co. 175 162 140 


Relation to the Period 


1926 1927 1928 
American Can Co. 97 95 96 
Continental Can Co. 116 117 112 
1929 1930 
American Can Co. 94 91 
Continental Can Co. 120 114 


Plant or other non-current assets 
should be financed primarily from 
owned capital by the ordinary business. 
The higher this ratio is, the more liquid 
is the net worth. 

In 1926 American Can had $136 of 
Net Worth for every $100 of Fixed As- 
sets. This had decreased to $128 in 
1930 reflecting the higher prcentage of 
Fixed Assets. It is evident that they 





are investing in Fixed Assets to a greater 
proportion than they are adding to Net 
Worth. 


Continental Can had 116 in 1926 and 
114 in 1930. 


Worth to Debt (or, Owned to 
Borrowed Capital) 


1926 1927 1928 
American Can Co. 1226 1424 946 
Continental Can Co. 1705 <:2079 2253 
Joint Period 
1929 1930 Statement 
American Can Co. 1072 1179 1320 
Continental Can Co. 2394 2996 1320 


(Continued on next page) 


TABLE II—CONTINENTAL CAN COMPANY 


Cash 
Receivables 

Merchandise 
Listed Securities 
Miscellaneous 


TOTAL CURRENT. 
TOTAL FIXED 


Payables 
Taxes 
Miscellaneous 


TOTAL CURRENT .... 


NONCURRENT 


TOTAL DEBT .... 


RESERVES 
NET WORTH 


Current 


Worth—Fixed 
Worth—Debt 
Cash Receivables— 

Current Debt 


Working Capital—Inventory. . 


Merchandise—Receivables aD 

















.. 94.46 





.. 100.00 





Working Capital—Total Assets 38 


10.3 


100% Statements 






















































































1927 1928 1929 1930 
12.79 6.38 19.27 16.32 
11.83 11.70 9.23 11.05 
18.73 21.65 16.56 12.87 
43.35 39.73 45.06 40.24 
56.65 60.27 54.94 59.76 

100.00 100.00 100.00 100.00 
1.31 1.58 1.75 1.11 
1.61 1.47 1.35 1.41 
1.67 1.20 91 71 
4.59 4.25 4.01 3.23 

0 0 0 0 
4.59 4.25 4.01 3.23 
95.41 95.75 95.99 96.77 
100.00 100.00 100.00 100.00 
RATIOS 

944 935 1124 1246 

158 185 179 116 

168 159 175 162 

2079 2253 2394 2996 
536 425 711 847 
207 164 248 288 

39 35 41 37 
11.1 11.1 11.2 11.0 


Joint Period 
Statement 


9.76 
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Relation to the Period 


1926 1927 1928 
American Can Co. 93 107 72 
Continental Can Co. 123 137 141 


1929 1930 
American Can Co. 81 89 
Continental Can Co. 145 156 

All of the capital used in a company’s 
operations consists of its own net worth, 
and that loaned to it by creditors, rep- 
resented by debt. 

Therefore, the proportion shown be- 
tween the owned capital, and that bor- 
rowed indicates the debt pressure. 

Thehigher this ratio is, the easier 
the pressure from debt. 

American Can had $1,226 for every 
$100 of debt in 1926 and $1,179 in 
1930. 

Continental Can has shown a steady 
increase from 1,705 to 2,996. 


Sales Ratios 


No sales are shown by either company 
and it is therefore impossible to arrive 
‘at any sales ratios. 

This is another instance where uni- 
form statements giving Sales would be 
of great value. In lieu of Sales Ratios, 
four other ratios have been substituted. 
Cash and Receivables to Current Debt 

(The Acid Test) 


1926 1927 1928 
American Can Co. 176 193 202 
Continental Can Co. 414 $36 425 
Joint Period 
1929 1930 Statement 
American Can Co. 208 257 273 
Continental Can Co. 711 847 273 
Relation to the Period 


1926 1927 1928 
American Can Co. 64 71 74 


Continental Can Co. 134 149 136 
1929 1930 

American Can Co. 76 94 
Continental Can Co. 162 168 

The Inventory is usually a mixed item 
consisting of raw materials, goods in 
process of manufacture, and completely 
finished goods. The real liquidating 
value of this item is always questionable. 
Therefore, the total of Cash and Receiv- 
ables is measured against the Current 
Liabilities and should be equal, to pass 
the,test. This is known as the “Acid 
Test”. 


American Can had $176 of Cash and 
Receivables for every $100 of Current 
Debt in 1926, and $257 in 1930. 

Continental Can had 414 and 847 re- 
spectively. | 

Both companies passed the test in 
every year. 


Working Capital to Inventory 


1926 1927 1928 
American Can Co. 151 155 196 
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Continental Can Co. 186 207 164 
Joint Period 
1929 1930 Statement 
American Can Co. 190 202 190 
Continental Can Co. 248 288 190 


Relation to the Period 


1926 1927 1928 
American Can Co, 79 82 103 
Continental Can Co. 98 108 86 


1929 1930 

American Can Co. 100 106 
Continental Can Co, 123 134 

The percentage of working capital 
depending on inventory as a liquidating 
item, is indicated by this ratio. 

American Can had $151 of Work- 
ing Capital in 1926 for every $100 of 
inventory, and this had increased to 
$202 in 1930. 

Continental Can shows an increase 
from 186 to 288. 

Both companies reflect the steady de- 
crease in inventories. 


Working Capital to Total Assets 


1926 1927 1928 
American Can Co. 25 24 24 
Continental Can Co. 38 39 35 
Joint Period 
1929 1930 Statement 
American Can Co. 23 21 27 
Continental Can Co. 41 37 27 
Relation to the Period 


1926 1927 1928 
American Can Co. 93 89 89 
Continental Can Co. 129 131 123 


1929 1930 
American Can Co. 85 78 
Continental Can Co. 134 127 
This ratio indicates the liquidity of 
the Working Capital. It is arrived at 
by deducting the Current Debt from 
the Current Assets on the 100% state- 
ments, the result being the percentage 
it bears to total assets. 
American Can shows a steady reduc- 
tion in percentage of working capital 
over the 5-year period, dropping from 
$25 in every $100 of total assets in 
1926 to $21 in 1930. Continental Can 
ranges from 38 in 1926 to 37 in 1930. 


Net Profit to Net Worth 


1926 1927 1928 
American Can Co. 9.0 8.3 12.0 
Continental Can Co. 10.3 11.1 11.1 
Joint Period 
1929 1930 Statement 
American Can Co. 13.0 12.5 11.1 
Continental Can Co. 11.2 11.0 11.1 


1932 


Relation to the Period 


1926 1927 1928 
American Can Co. $1 75 108 
Continental Can Co. 93 100 100 


1929 1930 

American Can Co. 115 111 
Continental Can Co. 101 99 

The net return on invested capital is 
shown above. In 1926 American Can 
earned 9.0% on its invested capital and 
this has increased to 12.5% in 1930. 

Further comment is made in the 
“Summary” regarding this increase. 

Continental Can earnings increased 
from 10.34% to 11.0%. 


Net Profit per Common Share 


1926 1927 1928 

American Can Co. 4.39 4.11 6.86 
Continental Can Co. 1.94 2.35 3.66 
Joint Period 

1929 1930 Statement 

American Can Co. 8.02 8.08 6.29 
Continental Can Co. 5.00 5.04 3.60 

The above results are based on the 
number of shares outstanding on Dec. 
31, 1930; that is, 2,473,998 shares on 
American Can and 1,732,545 shares on 
Continental Can. 

Thus we find that the earnings per 
share on American Can have increased 
84‘% over the 5-year period, compared 
with 160% for Continental Can. 

Based on the outstanding shares at 
the end of each year, the following re- 
sults are shown: 


1926 


{ 2,473,998 
2,473,998 


American Can 1927 
Shares 

outstanding 
Net Profit 
per Share 


$4.39 $4.11 


Continental Can 
Shares { 
outstanding 
Net Profit 
per Share 


500,000 
540,000 


$6.72 $7.55 


1928 1930 
{ 2,473,998 2,473,998 
2,473,998 


American Can 1929 
Shares 
outstanding 
Net Profit 


per Share 
Continental Can 
Shares { 1,459,991 
outstanding 1,725,045 
Net Profit 
per Share 


$6.86 $8.02 $8.08 


1,732,545 


$4.35 $5.02 $5.04 


Dividends Paid per Common Share 
On Shares Outstanding Dec. 31, 1930 


1926 1927 1928 
$2.00 $2.00 $3.25 
$1.70 $1.48 $1.87 
5 Year 
Average 
$3.30 
$1.97 


American Can 
Continental Can 


1929 
$4.25 
$2.29 


1930 
$5.00 
$2.49 


American Can 
Continental Can 


On Shares Outstanding at End of 
Each Year 


1926 1927 1928 
American Can $2.00 $2.00 $3.25 
Continental Can 5.89 4.76 2.22 
5 Year 
1929 1930 Average 
American Can $4.25 $5.00 
Continental Can 2.30 2.49 


(Continued on page 33) 
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Detroit—convention city 





Conventions, the social phenomena 
of our times, project their influence 
lu deep in the strata of our national 
life. They are educational insti- 
tutions calculated to weld together the 
best mechanical, professional and in- 
dustrial thought of today. In the last 
analysis they are schools of ‘modern 
giants of industry attempting to har- 
monize the fragmentary fossils of 
science in another age with the present 
industrial development. 

Detroit, site of the 1932 N. A. C. M. 
convention, has always been a mecca 
for tourists and conventions. How the 
tourist and convention industry has 
achieved major proportions in Detroit, 
ranking second only to motors, is shown 
by the increase in the number of visi- 
tors in seven years and the relative 
amount of. new money brought to the 
city each year since 1923. 

In. that year Detroit expended 
through the tourist and convention bu- 
teau, $17,500 to bring 96 conventions, 
with a total of 110,000 delegates. Four 
years later with an expenditure of 
$125,000, conventions had increased to 
3§2 and delegates to 150,000. The past 
three years following the formation of 
the Greater Detroit Committee, Inc., 
saw 1175 conventions held in the city, 
bringing 1,268,000 delegates and more 
than $128,000,000 in visitors’ money. 
In the same three years a total of 3,- 
143,000 tourists and other visitors 
came to Detroit spending more than 
$258,000,000 so that the combined 


The recently completed automobile tunnel from Detroit to Windsor, Canada. 


amount of money brought to Detroit 
since January, 1927, has been nearly 
$400,000,000. 

The first convention of any kind was 
two hundred and twenty-nine years ago 
when a fleet of canoes filled with explor- 
ers and adventurers slipped up the De- 
troit river, stopped at a spot of surpass- 
ing beauty, broke the silence of a vast 
wilderness with Indian and French ac- 
cents and carved out of those virgin 
forests a small settlement of rude huts. 

This was then an outpost of civiliza- 
tion shivering on the bleak rim of an 
unexplored wilderness, the savage sen- 
tinel of New France. It grew and pros- 
pered beyond the wildest dreams of its 
founders until today it stands like a 
modern miracle throwing its graceful 
silhouette far down the river and out- 
lining tall shafts of architectural beauty 
in the mirror of the water. 

Detroit is a city of contrasts and 
paradoxes, a city of machinery and art, 
cosmopolitan and at the same time 
American . . . old and yet young... 
with a taste of the Old World at her 
doors, she remains the expression of the 
New. Circumstances have made her the 
industrial capital of the world, and yet 
few cities can offer such variety of real 
enjoyment. Here industry combined 
with art to create the characters of en- 
during beauty. Tall skyscrapers loom- 
ing almost from the water’s edge. . . 
broad avenues escaping from the heart 
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of the city crowds hurrying, 
bustling humanity . . . brilliant elec- 
tric thoroughfares of white light cutting 
through beautiful parks right in the 
heart of the business section. 

No city in the world has greater 
water facilities than Detroit and no city 
is better situated to enjoy them. A one- 
day cruise up the Detroit river by boat, 
across Lake St. Clair, and up the beau- 
tiful St. Clair river to Port Huron, pass- 
ing Indian settlements, is a journey into 
the past. Time has served to enhance, 
in many cases, the sacred character of 
Indian settlements which have remained 
in their rugged primitiveness for over 
two centuries. 

The French too have left the imprint 
of their character which industrial 
Americanism has failed to erase. St. 
Clair Flats is a beautiful summer resort 
frequently referred to as the “Venice of 
America”; smug, rural villages line the 
shores on both sides of the river; Gar 
Wood and the Chris Smith speed-boat 
industries are located at Algonac; Port 
Huron and Sarnia bring the traveler to 
the broadening expanse of Lake Huron. 
A boat trip down these waterways to 
Lake Erie passes the huge steel indus- 
tries taking shape in the down-river de- 
velopment project, the Ford Motor in- 
terests at River Rouge, beautiful islands 
of country estates and golf courses roll- 
ing green to the water’s edge. 

These trips can also be made by auto- 
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mobile on the beautiful blue water high- 
way that skirts the shores of Lake St. 
Clair, the St. Clair river, and beyond 
Port Huron along the ribbon of silver 
sand that gleams for miles and :niles 
until it.reaches the tip of the thumb at 
Saginaw Bay. The road passes through 
the exclusive, residential ‘district. of 
Grosse Pointe’ on Lake St. Clair, Mount 
Clemens, the minéral bath city, Selfridge 
Field, the government aviation field, and 
the summer resorts of New Baltimore, 
Anchorville, Fair Haven, Marine City, 
St. Clair and Port Huron. The interior 
of. the country is. dotted with familiar 
scenes of rural life and rich farm lands, 
woods and. hills, ribboned frequently 
with stretches. of . beautifully paved 
roads. The lake resorts and interior vil- 
lages of the thumb district present var- 
ied attractions for the tourist and visitor 
during: the summer. months and _thou- 
sands come here from all parts of, the 
country to enjoy the rich beauties of 
this natural playground. 

Detroit ‘has its avenues of tall poplars, 
oak and maple trees, boulevards of 
sweeping beauty, parks, golf courses, 
imposing office buildings that climb 
high above the city’s streets, huge indus- 
trial plants, universities, libraries and 
museums, and theaters rich in the beau- 
ty of their creative artistry. Grand 
Circus Park in the center of the business 
and shopping district is surrounded by 
five of Detroit’s largest and most beau- 
tiful hotels: Detroit is often called the 
“hotel city,” because it has 25,000 first 
class hotel rooms making it possible for 
the city to avoid the congestion that is 


@ Known the 
world over for its 
products of a" ma- 
chine age, Detroit 
has many cultural 
aspects — the Art 
Center at the right. 
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often the depressing features of large 
conventions and exhibits. 

Thousands: each year visit the auto- 
mobile plants of the city. The’ Ford 
Motor Company plants at Highland 
Park and River Rouge are perhaps the 
chief attractions in the automobile in- 
dustry of the world. 

Henry Ford’s Greenfield American 
village is the new addition to the many 
interesting features of Detroit and is the 
expression of the American sentiment 
for the treasures of its traditions. Here 
at Greenfield the motor king has 
grouped hundreds. of interesting relics 
of American life and has founded a 
typical American village .of colonial 
days in the desire to perpetuate the in- 
stitutions that grew and flourished out 
of the American idea of living. 

Greenfield American, village is . the 
only thing of its kind in the world and 
its setting is enhanced by its association 
with Detroit where the latest develop- 
ments of the machine age are placed 
side by side with the old familiar scenes 
of our childhood. The idea of the vil- 
lage which Henry Ford has created was 
the result of growth and development. 
His first impulse was probably to pre- 
serve merely his own family traditions 
and group.the many interesting relics 
of his younger. days.into a single collec- 
tion.. It was his own little romance, 
flames by the fire of, his memory to 
soothe and comfort the declining hours 
of an eventful and productive life. 

This instinct is part of us all. It’s the 
message of reminiscence that actuates. us 
to cherish the. playthings of a younger 
day. We all like to preserve the tools 


} a view of down- 
| town New York— 
|} it is a panorama 
of part of Detroit’s 
imposing sk y line. 


and toys that shaped our lives. It seems 
that the wrinkles of time merely serve 
to enhance their sacred character. The 
secret of the spell and lure of the Old 
World is simply the result of its his- 
torical associations which the toxin of 
age has made more beautiful, because on 
this ground genius once stepped, poets 
have sung their songs, architects have 
traced their prayers, sculptors have all 
but imparted life to the products of 
their creative genius, and painters have 
reproduced the flower and blossom of 
nature. 

And so with this‘idea germinating in 
the mind and imagination of Henry 
Ford, he has created an entire American 
village of colonial days and has ‘placed 
it immediately beside the forces of mod- 
ern progress. This is a revelation of the 
two-fold character of the man and it 
suggests the thought that aside from his 
great interests in mass production there 
is a place and a sincere regard for the 
best in American life and all the things 
that have contributed to its present 
condition. tt 

And so Mr. Ford’ has spefit’ over a 
decade gathering thése relics and here 
we can see his former home, fragments 
of the china that was used in that home 
and the many things of household use 
that have been preserved’ int this mu- 
seum. The old fashioned ‘music boxes, 
a set of glass balls, one of the oldest 
forms of music making in the world, 
reed organs, zithers, and harmoniums 
can all be seen here. In the automotive 
display we can see the largest and only 


bicycle of its (Continued on page 40) 
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Not in the balance sheet! 


& From a long term view, credit men should demand 
an analysis of working capital to determine whether 
the borrower is “making money” or earning a profit. 


by WILLIAMSTRAUS, 
George D. Fish & Co., N. Y., 
Certified Public Accountants 


erally to credit seekers that fixed 

assets have no short-term credit ex- 

tension value. Even from a long- 
term credit view two large credit agen- 
cies disregard fixed assets that are in any 
way encumbered as having any loanable 
value. Under such rigid credit restric- 
tions, it seems surprising that so many 
of our ablest organizations should have 
re-invested a large proportion of their 
profits in fixed assets, particularly in 
the high cost years from 1927 to 1930. 


An example of such disproportionate 
re-investment of profits in fixed assets is 
best illustrated in the figures of a large 
publicly owned enterprise as such fig- 
ures existed in 1923 and 1930. The 
effect of such abnormal fixed asset ex- 
penditures on the corporation’s figures 
can best be shown by a comparison of 
the working capital (net current as- 
sets) at the end of 1923 with the work- 
ing capital at the end of 1930. 


1923 1930 

Working Capital.. 4.8% 20.8% 
The increase in working capital in 
1930 was over four times that of 1923. 


The percentages given above are based 
on a constant factor which is used for 
the purpose of shielding the identity of 
the company. 

The increase of over four hundred 
per cent in working capital is phenom- 
enal and particularly pleasing to. the 
credit men granting “short lines” of 
credit to the corporation. True, from 
a credit standpoint, the account war- 


= It may or may not be known gen- 
\ 


rants additional extensions. No analysis _ 


of the working capital having been 
issued with the balance sheets, I was 
vitally interested in finding the means 
by which this publicly owned corpora- 
tion had built such an enviable working 
capital position. My examination into 
their figures revealed the interesting 
fact that the 400% increase in working 


capital was accounted for entirely by 
the sale of capital stock for cash. In 
fact, after deducting the proceeds se- 
cured from the sale of capital stock, the 
working capital would still have shown 
an impairment of 73% of its 1923 
working capital. 

The phenomenal increase in working 
capital is therefore not a contribution 
from the trading operations of the cor- 
poration. This, notwithstanding that 
profits have accrued to the corporation 
in every year during this period. 

In the preceding paragraph I have 
italicized the word “profits” for the 
reason that I maintain that the cor- 
poration made “profits” and not 
“money.” If the corporation were a 
“money maker,” its working capital 
would have increased sufficiently in the 
years from 1923 to 1930 to take care 
of its expansion without requiring addi- 
tional capital from stockholders. 

To make money is (in my opinion) 
to give a return to the business from 
operations only of a sum sufficient to 
pay all overhead, interest, dividends, 
etc., and leave a balance by which the 
working capital will be increased. If 
working capital shows no increase after 
such charges have been paid and the 
excess of assets over liabilities is greater 
than the previous year, I maintain 
“profit” and not “money” has been 
made. 


There are unquestionably myriads of 
smaller corporations today that present 
the same record as the corporation cited 
in this article, except that they were 
unable to make good the impairment of 
their working capital by sales of their 
corporate stock and because of this, 
they are today poorer credit risks than 
in 1923. 


Have we here then a credit factor 
which does not appear in the balance 
sheet? I recall of but few cases where 
an analysis of working capital is pre- 
sented with balance sheet figures. Cer- 
tainly the income derived from other 
than trading sources is a potential fac- 


tor in credit statistics. Are the credit 
men vitally enough interested from a 
long term credit view to ask or insist 
upon an analysis of working capital to 
determine whether the borrower is 
“making money” or earning a profit. 

The immediate problem before the 
business enterprises of this country is 
the rehabilitation of working capital. 
Business should be taught how to “make 
money” in preference to “earning 
profits.” The basis for such teaching lies 
in an analysis of working capital. 

An analysis of surplus accompanying 

financial statements does not show:— 
' (a) Cash received from sale of addi- 
tional stock for cash. 

(b) The increase in working capital 
arising from the sale of fixed 
assets. 

The change in working capital from 

a transaction taking place from either 
or both of the above conditions might 
change the entire credit rating of the 
borrower. In the strengthening of his 
credit standing, he will be brought more 
closely to the realization of the impor- 
tance of making “money” and of the 
danger of rapid over-expansion of fixed 
assets. In the development of both these 
factors the credit man may be a valu- 
able aide. He may by his knowledge of 
the changes in the working capital. of 
his client foresee certain existing condi- 
tions which are not beneficial to the 
business and his counsel with the client 
might rectify such conditions imme- 
diately. He may stress the fact that 
fixed assets have no short term credit 
extension value and in so conveying 
such knowledge to the vendee, encour- 
age him to dispose of all excess fixed 
assets, the funds for which disposal, 
even at a considerably reduced prin- 
cipal amount, will give to the vendee 
that additional working capital which 
he may so vitally need. The vendee un- 
der such condition may become a better 
credit risk in spite of a reduction in 
surplus. Here again a comparison of 
working capital is useful. The surplus 
analysis would show a decrease and the 
working capital an increase. With such 
probability the credit man is conversant. 
He is well aware of the fact that credit 
rightly given is a tonic, not a poison, 
and as a tonic, will build up the weak- 
ened condition of commerce. 
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by H. M. OLIVER,. Executive 
Manager, Credit Association 
of Western Pennsylvania 


Merchant A finds himself in finan- 
cial difficulties, and concludes a 
composition settlement is the solu- 
tion of his troubles. He consults 
his Attorney B. Attorney B, regardless 
of what the circumstances might war- 
rant, or what might be equitable as be- 
tween debtor and creditor is shrewd 
enough to realize that if Merchant A 
has planned to compromise his debts he 
has made the necessary preparation to 
take the cure, and doesn’t want advice, 
but representation in the Bankruptcy 
Court. He learns by a few well directed 
questions that Client A has for some 
time discontinued keeping records, de- 
positing cash (in his regular bank ac- 
count), owes relatives considerable for 
borrowed money, has not paid salaries 
or wages for three months, also owes 
considerable rent past due with a long 
term lease to consume all the funds if 
creditors happen to get unreasonable. 
He doesn’t remember anything about 
what happened to his cash, stock of 
merchandise, or accounts receivable for 
some time previous to bankruptcy. 


Lawyer B perhaps has sufficient acu- 
men to learn where his client’s special 
bank account is, and the amount of the 
balance, from which he concludes that 
if he can put the case over before some 
attorney really representing creditors 
or the Credit Association gets into the 
case and makes a lot of fuss, he will be 
entitled to a real fee commensurate with 
services rendered. To accomplish this, 
two things are vitally necessary. 1. A 
lawyer thoroughly versed in bankruptcy 
procedure and practice who will file an 
involuntary petition in bankruptcy, not 
be too inquisitive in conducting an ex- 
amination of the bankrupt, and who 
will vote the acceptances secured by the 
bankrupt without charging creditors a 
fee for representing the claims so voted; 
and 2. the right receiver. 


The receiver should, of course, be any 
one of a number of individuals or cor- 
porations experienced in the routine of 
liquidating an estate and rendering ac- 
counts to the courts, but with no par- 
ticular desire to see that creditors are 
furnished with the data and facts neces- 
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Creditor control 


of ban 


sary to reach an intelligent conclusion 
as to the equity of a proposition to com- 
promise in any amount. 


The plan having been decided upon, 
Lawyer B representing the merchant, 
contacts Lawyer C and lets it be known 
that his client, Merchant A, is finan- 
cially insolvent and can arrange with 
relatives or perhaps a creditor to finance 
a composition. He prefers that it be 
handled in bankruptcy as only a ma- 
jority in the number and amount of 
claims proven will be necessary to put 
it over. Also, he prefers that the peti- 
tion be involuntary rather than volun- 
tary as it would look better, and will he 
look over the list of creditors with a 
view to obtaining the permission of the 
required number to start the action? 
Lawyer C is perfectly willing to repre- 
sent creditors (?) and usually manages 
under some representation or another to 
secure the required number. If he finds 
it difficult, Merchant A can assist by 
explaining to one or two of his per- 
sonal friends on the creditors list what 
is wanted, 


Lawyer C then prepares and files the 
petition. At the same time he presents 
another petition asking for the appoint- 
ment of a Receiver. The courts assume, 
and rightly so, that creditors should 
have a voice in naming the Receiver, 
and usually follow the suggestion of an 
attorney presenting an involuntary pe- 
tition. There is, therefore, no difficulty 
in securing the appointment of someone 
entirely satisfactory to all so far con- 
cerned. 


Immediately following the appoint- 
ment of a Receiver, Lawyer C presents 
another petition to the court stating 
that the Bankrupt desires to offer terms 
of composition, but that he does not 
care to do so unless the business is op- 
erated so as to retain the trade and pre- 
serve the goodwill. 
usually granted and the Receiver au- 
thorized to operate for a period of thirty 
days. The Receiver then puts a man 
in charge, but usually retains such of the 
original help as may be needed, some- 
times including the Bankrupt. The 


Such petitions are | 


kru ptcy 


Bankrupt then proceeds to contact his 
creditors, either in person or by mail, 
with the object of securing agreements 
to his offer, and although no very clear 
statement of assets and liabilities from 
which the equity of an offer may be de- 
termined is submitted, very little diffi- 
culty is experienced in getting signa- 
tures to his agreement, especially those 
creditors whose claims are small. This 
assists materially in getting the required 
majority in number. 


If there happens to be one or more 
creditors who feel that the offer is too 
small and that before accepting or re- 
jecting there should be submitted 
a careful appraisal of the assets, es- 
pecially merchandise and _ receivables, 
their efforts to secure such data 
usually results in delays or refusal on 
the part of the Receiver and his At- 
torney to cooperate. Should these credi- 
tors desire to communicate with other 
creditors they will find that the list of 
creditors is not available, although 
Lawyer C, representing creditors and the 
Receiver, has had the list in his pos- 
session from the inception of the case. 


After the Bankrupt and Attorney C 
have had sufficient time to communicate 
with creditors, Lawyer B, representing 
the bankrupt, files schedules and ar- 
ranges for a meeting of creditors to vote 
on the composition. These schedules 
contain an itemized statement of assets 
and liabilities and is the bankrupt’s own 
estimate of the value of the assets, 
which he, in effect, is attempting to buy 
back from creditors at a price fixed by 
himself, and is the first information 
which those creditors, not willing to ac- 
cept a composition simply because re- 
quested to do so, have been able to se- 
cure. 


The notice calling a meeting of cred- 
itors to vote on a composition rarely 
states the terms of the offer contem- 
plated, so unless creditors have been 
unofficially advised by the Bankrupt or 
his Attorney, they are compelled to 
make a decision after being informed 
at the meeting what the offer is. The 
Act requires that the bankrupt be ex- 
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& The nefarious methods of debtors’ attorneys try- 


ing to secure composition settlements, favorable 


to themselves, decompose the assets until honest 


creditors have nothing 


amined before a vote can be taken, and 
the Attorney representing petitioning 
creditors and the Receiver, C in this 
case, is supposed to do so, but it having 
been arranged from the first that he 
would vote all the acceptances secured 
by the bankrupt as well as himself, he 
naturally does not go to a great deal of 
trouble in conducting a thorough exam- 
ination and unless some creditor or at- 
torney is present who really desires to 
develop the facts, gets into the matter, 
the examination is quite perfunctory, 
and is of no assistance to any one in 
reaching a decision as to whether the of- 
fer should be accepted or not. 


Bear this in mind. To carry a com- 
position in bankruptcy only a majority 
in number and amount of the claims 
proven is necessary. There may be 100 
creditors but if 50 of them fail to file 
their claims they have no voice what- 
ever in the proceedings. The 50 who 
do file may represent not more than 
25% of the total indebtedness or even 
less and it sometimes happens that the 
vote of a very small proportion of the 
actual indebtedness operates to force a 
composition on the entire list, so that 
if a creditor does not prove his claim 
it automatically assists a minority in 
passing a composition favorably. On 
the other hand, if you file your claim 
direct and do not vote it in favor of a 
composition it automatically votes 
against it. 

It sometimes happens in a close vote 
that claims filed direct and counted 
against a composition, if permitted to 
stand, defeat it. In that case Attorney 
C looks over these claims and usually 
finds some technical grounds on which 
to object to their being counted. Claims 
filed direct are the ones most susceptible 
to such errors as, failure to attach copies 
of invoices making up the balance; 
omission of affidavit; omission of no- 
tary’s seal to affidavit; proof being 
signed by some officer other than the 
treasurer of the corporation; etc. If 
enough of these are found to change the 
result of .the vote, by throwing them 
out, the attorney enters formal objec- 
tions to their being allowed, and there 


but painful memories. 


being no one present to represent them, 
the referee has no option other than to 
suspend until the objections have been 
answered and removed. The formal vote 
is then taken and officially recorded, 
after which objections to the claims 


which have been suspended are with- © 


drawn and the creditors not being repre- 
sented are never any wiser, although by 
filing direct they have unwittingly aided 
in the acceptance of a settlement which 
should never have been permitted. 


But let us presume that all the cus- 
tomary tactics for getting the required 
majority at the first meeting fail. The 
bankrupt’s Attorney B then requests. an 
adjournment (usually a week) for the 
purpose of securing if possible the re- 
quired number and amount from credi- 
tors who have not yet proved their 
claims. The Attorney, of course, knows 
now who represents the claims that are 
proven, and from what source opposi- 
tion to the offer comes; so he not only 
renews his efforts to secure acceptances 
from those who have not proved, but 
uses every means at his command to in- 
duce the opposition to change their 
votes, and quite often succeeds on the 
promise of future business if permitted 
to continue. Sometimes the inducement 
is more substantial, in which case the 
creditor assigns (?) his claim to some 
friend of the bankrupt, who then votes 
in favor of the settlement. So it quite 
often happens that at the adjourned 
meeting the bankrupt’s Attorney shows 
up with sufficient additional claims to 
pass the composition. 


Assuming that he does, the Referee 
then certifies the record to the court, 
where the matter comes up for final 
confirmation some four or five days 
later. Creditors have the right, and 
quite often do object to the confirma- 
tion, but this usually results in more 
skirmishing on the part of the Bank- 
rupt and his Attorney and sometimes 


objecting creditors are satisfied (?) to: 


withdraw and let the confirmation take 
place which automatically discharges 
the Receiver as well as the whole pro- 
ceedings, turning the Bankrupt and his 
Attorneys loose to (Continued on page 44) 


Don't! 


DON’T permit your claim to be 
used to file an involuntary petition 
until you have determined by inves- 
tigation that it is the proper thing 
to do, and then don’t do it unless 
satisfied of the part the attorney so- 
liciting your claim will play. 
DON’T file your claim direct unless 
you are going to follow it up per- 
sonally. The referee is a judge and 
does not attempt to represent cred- 
itors or to keep attorneys from mis- 
representing them. 

DON’T permit any attorney to han- 
dle your claim who agrees to do it 
for nothing. It isn’t done. No de- 
duction may be made from your 
dividend check but you pay just 
the same. 

DON’T sign an acceptance to a 
composition just because your claim 
is small or because the debtor makes 
a personal plea for assistance. One 
small claim can turn a vote which 
might work a grave injustice to 
your fellow credit men and nullify 
a great deal of hard work done to 
obtain a fair settlement. 

DON’T accept a composition you 
believe to be unfair because a com- 
bination of circumstances makes it 
obvious you will receive less by 
liquidation. Take a loss occasion- 
ally—it pays in the long run. 





. DON’T be left—holding the bag! 
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Nation-wide collection and sales conditions 


What they are at present 


The outlook for the near future 


CrepIT AND FINANCIAL MANAGE- 
MENT offers its regular monthly 

Mi survey of collections and sales 
conditions. It is based upon 
reports from large cities throughout 
the country that are trade centers 
for their surrounding areas. The re- 


ports are the results of the daily ex- 
perience of the leading wholesaling and 





manufacturing concerns operating from 
these trading centers. The two ques- 
tions “Are people buying?” and “Are 
they paying?” are perhaps the most di- 
rect and immediate reflection of daily 
business conditions in the country. 
These reports have been tabulated so 
that you may see at a glance how con- 
ditions are reported in various cities in 


each state, also what cities report a con- 
dition of “Good, Fair or Slow.” At the 
end of this summary you will find valu- 
able explanatory comments that have 
been sent in to CREDIT AND FINANCIAL 
MANAGEMENT. These additional com- 
ments may be pertinent to your inter- 
pretation of collection conditions and 
sales conditions in the cities listed. 


City Sales State City Collections Sales 
Montgomery Slow Mich. Jackson Fair Slow 
Phoenix Slow Lansing Slow Slow 
Ft. Smith Fair Saginaw Slow Slow 

‘ Minn. Duluth Slow Fair 
Los Angeles Fair Minneapolis Slow Fair 
eee Fair St. Paul Fair Slow 
an Francisco Slow Mo. Kansas City Slow Slow 
Denver Fair St. Louis Slow Slow 
Bridgeport Slow Moar, Billings Slow Fair 
Hartford Slow Great Falls Slow Fair 
New Haven Fair Helena Slow Slow 
Waterbury Slow Neb Lincoln Fair Fair 
Jacksonville Slow Omaha Slow Slow 
Tampa Fair N. J. Newark Slow Fair 
Washington N. Y. Albany Slow Slow 
Atlanta Peir Binghamton | Fair Fair 
Mecon PReir Buffalo | Fair Fair 
; ; Elmira Fair Fair 
Boise Fair Jamestown Good =” Fair 
Chicago Slow New York Fair. Slow 
Peoria Slow Rochester Faire 2; | Fate 
Quincy Fair Syracuse Fair... «|: Fair 
Rockford Fair Utica Fair .... Fair 
Springfield Slow N. C. Charlotte Fair: . Fair 
“ore No. Dak. | Fargo Fair® Fair 
i. Ohio Cincinnati _ Slow | Slow 
Fair Dayton Slow Fair 
Toledo Slew Slow 
Fair oungstown Slow Slew 
Slow Okla. Oklahoma City Slow Slow 
Slow Tulsa Fair Fair 
Fair Oregon Portland Fair Fair 
Slow 
Slow mT Allentown Fair Fair 
Fair Altoona Slow Slow 
, Johnstown Slow Slow 
Fair New Castle Slow Slow 
Fair | Pittsburgh Slow Slow 
Slow Wilkes-Barre Slew Fair 
Slew . 
Fair R. L Providence Slow Slow 
ow So.Dak. | Sioux Falls Slow Slew 
Fair Tenn, Chattanooga Slow Slow 
L Ar, i Slow Knoxville Slow Slew 
sFlant . Fair Slow Memphis Slow Slow 
"Gratid Rapids; Slow i 


Slow Nashville Fair Fair 










City 


Tex. Dallas 
El Paso 
Fort Worth 
Houston 
Wichita Falls 
Utah Salt Lake City 
Va. Bristol 
Lynchburg 
Norfolk 
Richmond 
Roanoke 


Bellingham 





ARIZONA: There has been no im- 
provement in collections and sales in 
Phoenix, although their outlook for the 


_ coming months is bright. 
ARKANSAS: 


Collections 


in Ft. 


Smith on current merchandise are good, 
but very slow on accounts. The recent 
freeze has killed the larger portion of 
peach and plum crops and caused con- 
siderable damage to the strawberries, 


which has affected sales in 
this territory. 

CALIFORNIA: There 
has been a slight fall- 
ing off in sales in Oak- 
land, but they believe 
conditions are better than 
in other Pacific Coast 
areas. Collections have 
been fair. The retailers in 
San Francisco have com- 
- plained bitterly of poor 
sales, particularly at Easter. 
However, collections have 
improved to a marked de- 
gree. 


COLORADO: There is 
no appreciable change in 
collections and sales in 
Denver. The question of 
sugar beet contracts has to 
be settled before a definite 
upturn is expected. 

CONNECTICUT: 
Bridgeport reports collec- 
tions have not picked up, 
although they have re- 
ceived numerous promises 
to pay. There has been a 
§0% drop in purchases 
compared to last year. 
New Haven reports collec- 
tions slow and sales fair. 
Conditions in Waterbury 
remain the same as last 
month. 


Changes since last month’s survey 


State City 
Connecticut Bridgeport 
Waterbury 
Georgia Atlanta 
Illinois Springfield 
Indiana Evansville 
Towa Cedar Rapids 
Waterloo 
Massachusetts Springfield 
Worcester 
Michigan Detroit 
Flint 
Minnesota Duluth 
St. Paul 
Missouri St. Louis 
Montana Billings 
Helena 
New Jersey Newark 
New York New York 
Oklahoma Oklah’ma City 
Tulsa 
Pennsylvania Allentown 
Pittsburgh 
South Dakota Sioux Falls 
Tennessee Chattanooga 
Texas Fort Worth 
Wichita Falls 
Virginia Norfolk 
Roanoke 
Washington Spokane 
W. Virginia Charleston 
Parkersburg 
Wisconsin Green Bay 
' Milwaukee 








Collections 


Slow to Fair 


Slow to Fair 


Slow to Fair 


Fair to Good 


Slow to Fair 
Good to Fair 


Fair to Slow 


Fair to Slow 


Fair to Slow 


Fair to Slow 
Slow to Fair 


Slow to Fair 
Fair to Slow 


Fair to Slow 


Fair to Good 
Slow to Fair 


Fair to Slow 
Fair to Slow 


Slow to Fair 


Fair to Slow 
Slow to Fair 


Slow to Fair 


Seattle 
Spokane 
Tacoma 


Bluefield 
Charleston 
Clarksburg 
Huntington 


Parkersburg 
Wheeling 


Fond du Lac 
Green Bay 
Milwaukee 
Oshkosh 


has 


Sales 


Fair to Slow 


Slow to Fair 
Fair to Slow 
Slow to Fair 


Slow to Fair 
Fair to Slow 


Fair to Slow 
Slow to Fair 


Slow to Fair 
Fair to Slow 


Fair to Slow 


Slow to Fair 
Fair to Slow 


Fair to Slow 


Fair to Slow 


Slow to Fair 
Fair to Slow 


Fair to Slow 


Fair to Slow 


Fair to Slow 
Slow to Fair 


anything but good. 
Tampa are good. Credit is being held 
so close that people have to pay in or- 
der to buy, and when they do stop pay- 
ing, it usually means a bad debt account. 
Sales have been fair and gradually im- 
proving. 

GEORGIA: Atlanta reports collec- 
tions fair and their sales volume has 
improved somewhat. 

























































a Comments on collections and sales conditions « 


FLORIDA: Jacksonville has experi- 
enced a very disappointing winter sea- 
son. The number of tourists 
been much lower than expected, the 
prices for fruits and vegetables have 
been very poor, the lumber and naval 
stores are doing practically nothing, and 
the recent cold weather has done a great 
deal of damage to vegetables growing. 
The prospects for spring business are 


Collections in 


ILLINOIS: In a report 
received from Chicago, 
representing groups com- 
prising between 800 and 
1,000 representatives, 
70% report collections 
slow and 30% fair; 
80% report sales slow and 
20% fair. Conditions in 
Quincy ha've improved 
with the ‘spring weather. 
The closing of the Rock- 
ford National Bank in 
Rockford has had a bad 
effect on collections. Sales 
have been fair. 

INDIANA: Conditions 
in Terre Haute have 
changed for the better, al- 
though there is only a 
slight gradual restoration 
of confidence in financial 
cilrcles. 

LOUISIANA: New Or- 
leans reports collections 
fair and sales slow. Both 
sales and collections in 
Shreveport are reported 
slow, and some authorities 
do not anticipate any im- 
mediate change. A num- 
ber of bankruptcies have 
been reported during the 
past three months. 

MASSACHUSETTS: 


Collections (Cont. om p. 42) 
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Paging 


the new books 


Reviews of the important 
books on business, to aid 
executives whose read- 


ing hours are limited. 
This month's 

“ business book 

THE PARADOX OF PLENTY. 

Harper Leech. Whittlesey House- 

McGraw Hill Company, Inc., N. Y. 

$2.50. 

Function has replaced possession as 
the guiding principle of economic de- 
velopment, according to the thesis ad- 
vanced by Harper Leech in his new book 
entitled, “The Paradox of Plenty.” 
“The right to own has usually meant 
the right to manage . . . it has been 
the general experience that those best 
qualified to manage states or industries 
are those competent to acquire prop- 
erty.” Mr. Leech points out that this 
conception is rapidly changing. Fixed 
assets are losing their relative impor- 
tance in the sum of national or world 
wealth. 

The freshness and originality of Mr. 
Leech’s viewpoint is exemplified by his 
insistence that it is not what a nation 
owns in material wealth and resources 
which makes it prosperous. Rather it is 
a problem of function—of the use to 
which concrete and physical assets are 
put that determines a nation’s pros- 
perity. 

There is more food available in this 
country today than ever before—and 
yet we have longer bread lines than ever 
before. We have an oversupply of the 
necessities of life and a great unfilled 
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demand for these necessities. Truly this 
is a paradox of plenty. It is difficult to 
understand. It provides radicals with 
their strongest arguments against our 
capitalistic economy. 

Just what are the basic causes of this 
paradox and plague of plenty? In lucid, 
simple and fascinating style, Mr. Leech 
explains that ours has been a “‘paleozoic 
prosperity.” We are spendthrift heirs 
of paleozoic ages. We are living on cap- 
ital—and not on earnings. Our pros- 
perity was the result of “significant ac- 
cidents” and not a planned economy. 

Our problem is one of perpetuating a 
great economic accident! Too much of 
everything is driving us into want, suf- 
fering and despair. Mr. Leech has not 
been satisfied to tell what has caused 
our major maladjustments. He offers a 
constructive program for regaining and 
maintaining equilibrium. He tells how 
purchasing power can be protected, how 
value should be based upon use, how we 
have paid the penalty for the high cost 
of economy, why compound interest is 
an impossibility, why thrift has largely 
outlived its usefulness—and why the 
real producer is the man of prey! 
Harper Leech tells how to reorganize 
our heritage—how to find our way into 
a simpler world. His is an entrancing 
treatise on economic “hows” and 
“whys”. Don’t miss it! 

—CHESTER H. McCa tt. 


A catalogue of analyses 


THE WORLD ECONOMIC CRISIS. 
Paul Einzig. The Macmillan Co., N. Y. 
$2.75. 

Here is a complete. non-technical 
analysis of the economic eruptions 
of the past two years, written by an 
English economist who advances no per- 
sonal theory of his own, but is entirely 
and wisely content to take up each of a 
dozen alleged causes for the crisis, state 
the arguments of the advocates of each 
cause and then analyze each cause in 
turn to show gradually the vast inter- 
weaving of causes and the absolute in- 
ter-dependence of industries and nations. 

One of the most difficult objectives 
of any one who is reading about the 
fast-moving events of today, is the 
gaining of a perspective. Mr. Einzig’s 
volume digests the various elements into 
one lucid, tangible, intelligent whole in 
a hundred pages of straight-from-the- 
shoulder conversation with the reader. 

Eleven appendices compress into fifty 
more pages the crises in each of the 
important sections of the world. This 
is one of a half dozen really good busi- 
ness books of the depression period. 

—Paut Haase, 





























Dictionary of finance 


FINANCIAL ORGANIZATION AND 
MANAGEMENT. Charles W. Ger- 
stenberg. Prentice Hall, Inc., N. Y. 
$5.00. 

The 1932 revised edition of Gersten- 
berg’s “Financial Organization and 
Management” should be good news to 
every credit and financial executive. 

This new volume has retained the 
general outline of Gerstenberg’s first 
book on this subject which was published 
in 1924. About one hundred pages have 
been added to the present volume, em- 
bodying legal changes and developments 
and the enunciation of new manage- 
ment methods and principles pertaining 
to the broad and vastly significant field 
of corporation finance. 

“Financial Organization and Man- 
agement” is a course in and dictionary 
of corporation finance. It is just as 
valuable to the small corporation as the 
large one. The chapter on “Working 
Capital” is to me the most fascinating 
chapter in the book. It is readable, 
practical and engrossing. I believe it 
will help any man to solve materially 
his working capital difficulties—which 
in these days of frozen assets certainly 
constitute the major problem of busi- 
ness. Working capital is the way to net 
profits. This volume in its entirety 
points the way to net profits through 
better financial management in all its 
complications and ramifications. 


—C. H. M. 


Among those present: 


THE THREE PHARAOHS. Her- 
man Hagedorn. John Day Co., N. Y. 
25 cents.—A dramatic poern about to- 
day’s troubles stimulated by the present 
times. Touches of a Walt Whitman 
viewpoint add dignity to this Phi Beta 
Kappa poem. 


AGAINST REVOLUTION. Gilbert 
Seldes. John Day Co., N. Y. 25 cents. 
—vVigorous response to our tea-cup rad- 
icals who talk blandly of revolution as 
a cure for our ills. Evolution, counters 
Mr. Seldes. This is the tenth in the 
John Day pamphlet series. Get ac- 
quainted with them! They’re excellent. 


AGRICULTURAL CREDIT IN 
THE UNITED STATES. Earl Sylves- 
ter Sparks. Thomas Y. Crowell Co., 
N. Y. $3.75.—Narrating the long and 
little publicized development of the 
history and theory of agricultural credit 
in these United States during the years 
preceding the.establishment of the Fed- 
eral Farm Loan System. 
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y This new Burroughs adds two sets 
iS . 

se of figures and provides a separate 
g total of each set, all in one opera- 
8 tion; it also adds groups of figures, 
e, . 

t prints a separate total of each group 
ly and a grand total of the group 
ch . ee 

ly totals, all in one operation. 

i- : 

- Think how many uses there are for 
ty such a machine in your own organi- 
zh 


zation. Consider how much time, 
labor and money it would save by 
handling work without relisting. 





Besides, Burroughs Desk Duplex : 
4 

Adding Machine is compact in size, a 
a . requiring minimum desk space... 
nt it is easy to carry from place to 
me place ... and it is surprisingly low 

in price. 
ert Ask the local Burroughs office for a 
demonstration of this remarkable 
L Pe . . 
“ machine on your own work, with- 
ers out obligation to you, or write to 
h ‘ . 
me Burroughs Adding Machine Co., 
nt. 6165 Second Boulevard, Detroit. 
IN 
res- * 
20.5 , . 
if The tape at the right shows two sets of figures added at 
the one time with a separate total of each set. The tape at the 
dit 


ars B UuU Yr rr oO U e h Ss left shows separate groups of figures listed and totaled, and a 


grand total of group totals provided without relisting. The 


wide carriage permits use of both wide and narrow forms. 


When writing to Burroughs Adding Machine Co., please mention Credit & Financial Management 29 
























































































































































John Smith & Company, 
Cedar Rapids, Iowa. 
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Dear Friends: 


Stop Hoarding! 


“This month's collection letter’ 


Send us a check to-day for your small past due 


account amounting to $38.09; and we promise to 
put it right in circulation. Keep the ball rolling 


—now it’s up to you. 


Put an order in circulation too by looking over 


the attached circulars, and telling us what to send 


you. 


Anti-hoardingly yours, 


M. J. K./E. B. 


@ From the city in which the National 
Association of Credit Men will this year 
hold its convention, during the week of 
June 20th, comes this month’s collec- 
tion letter—just before the press head- 
line. Because of its extraordinary timeli- 
ness, we have taken out the letter sched- 
uled for this page and placed in it the 
present one. 

This epistle, submitted by Milton J. 
Kuttnauer of Kuttnauer Apron Special- 
ties of Detroit, Mich., is evidence of the 
means by which collection correspond- 
ence can be kept timely and differenti- 
ated from the regular run of “please 
pay” monographs. 

Mr. Kuttnauer’s letter cannot be read 
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MILTON J. KUTTNAUER. 


in a disinterested way; it stirs a friendly 
attitude from its salutation of “Dear 
Friends” to its publicly-spirited closing 
of “Anti-hoardingly yours,” 

In sending this letter to us, Mr. Kutt- 
nauer writes us as follows: 


“Attached is a collection letter which 
I believe you might be interested in. If 
so, I certainly will be glad to have you 
add it to your collection. 

“I believe this letter to be rather 
catchy, and net at all harsh, and should 
tend to keep the customer’s good will. 
One customer wrote us an answer, 
“Don’t flatter me.” 


CREDIT and FINANCIAL MANAGEMENT... . 


We present our regular “this 
month's collection letter". It 
is unique and effective and an 
example of good collection 
letter thinking. 


What the country needs is 
more good collection letters. 
Their importance in helping 
pull business out of a depres- 
sion and then keeping it out is 
greatly underestimated. There 
is no short cut to profits as 
certain as collection letters 
that do their job. 


Send us your best and favor- 


ite collection . letter for our 


“collection of collection let- 
ters" which we are gathering 
for readers of CREDIT 
and FINANCIAL MANAGE- 
MENT. 


A complete series of individual num- 
bers of the collection letters which 
have appeared in CREDIT AND FINAN- 
CIAL MANAGEMENT is available upon 
application to Miss Mary V. Larkin, 
Manager, Collection Letter Depart- 
ment, CREDIT AND FINANCIAL MAN- 
AGEMENT, One Park Avenue, New 
York. 


. MAY, 1932 
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credit system 


by Dr. LADISLAUS RADVANYI, 


Privy Councillor, Hungarian 
Government 


mit that they may err. In Aix La 

Chapelle, Germany a pamphlet was 

published in 1912 entitled, “A 
true picture of the faults in the credit 
information system: A contribution by 
the credit information groups to the 
Chambers of Commerce.” Therein we 
read that “in the distribution of credit 
information, it is not an unknown oc- 
currence that the material condition of 
one, about whom the information is 
sought, is judged faultily because it is 
derived from many different sources.” 

In consequence of an unfavorable re- 
port about the credit applicant, it is 
quite possible that his credit limit will 
be lowered or will disappear entirely. 
Legal action cannot be brought against 
an agency which has given out informa- 
tion not wholly correct, where good 
faith in the transmission of the report 
is evidenced, even if the incorrect in- 
formation tends to lower or even elim- 
inate a firm’s credit limit. Nor can 
civil action be brought against an 
agency if the report was given out in 
good faith. It is easy to understand 
the favorable position in which the 
credit agency is held, but it is also easy 
to understand why laymen sarcastically 
call the credit agency—‘Legalized 
Credit Wreckers”. 

Every human institution becomes, in 
time, in need of reform, so too the credit 
information system. On the level on 
which it stands today it can, in no way 
remain. The preferred standing which 
is enjoyed by the information bureaus 
obligates them, at least, to correct past 
mistakes. 

The faults of the Credit Agencies lie 
in their own system. They result mainly 
because data which are necessary for a 
basis of correct information, can not be 
obtained easily. Not only do credit 
agencies deal in secret, but they are also 
dealt with in this way. Not only pri- 
vate persons, but also authorities, the 
courts, the attorneys and the industrial 
boards travel the same road. 

Another fault is that the minimum 


= The credit information agencies ad- 


A\n analysis of Europe's 


price for information is not legally es- 
tablished by authority. Competition 
lowers the price and for little money 
one can hardly expect reliable informa- 
tion. Also present is the lack of any 
authority to control systematically the 
work of the credit information agencies. 
Much time will pass before we can ex- 
pect a thorough control or a radical 
change in credit agency procedure, be 
it in connection with the accessibility 
of the data or with the control of fees. 

One way which would lead sooner to 
the goal would be possible in this direc- 
tion—that keeping secret the informa- 
tion from the one whom it concerns 
shall not be practiced and that the party 
shall be placed in a position to control 
the information which is given about 
him. At least a check would be set up 
against the distribution of mistaken in- 
formation concerning the credit appli- 
cant. 

The points which I would like to 
present, in view of the foregoing facts 
follow: 

1. Each credit agency shall be forced 
by law, by the local Chamber of Com- 
merce, or another suitable, impartial 
body, from time to time to deposit a 
copy of the distributed information. A 
card index should be kept of the copies 
of the deposited information. This in- 
formation should be given to everyone 
proving his identity, if a credit rating 
about him has been deposited. Upon 
his request the copy shall be shown to 
him. If the party finds this informa- 
tion faulty, he shall have the privilege 
of supplying a correction, with proof, 
which shall be embodied into the report. 
The credit agency shall, when the fact 
is established that the information is 
faulty, change the rating and send gratis 
a correction to all those who have ob- 
tained information concerning the ap- 
plicant in question. The inquiring 
party would have to pay a small fee 
and the receipts of such would go to- 
wards defraying the administrative ex- 
pense of the office. If the inquiring 
party demands a copy of the informa- 
tion concerning him or even demands 
a delivery of the correction, he will have 
te pay the necessary expenses. 

2. In connection with this reform, 
there should be established a legal pro- 


vision, modeled after the American 


System, that giving a false financial 
statement should have the same conse- 
quences as making a false statement 
before a court. 

3. In the meantime, until such a law 
can be established, all right thinking 
credit agencies should voluntarily from 
time to time send a list of names of 
the persons, about whom information 
has been given, to the trade papers. 

The publications shall at the same 
time assume the responsibility to trans- 
mit to their subscribers, when desired, 
a copy of the information distributed 
about them and the eventual correction 
of it to the credit agency for which 
they should pay the attendant expenses 
and the credit agency shall grant this 
request if the request for correction is 
well founded. 

It would not be absolutely necessary 
that the list of the newly-given infor- 
mation be published in the magazine or 
paper itself. It would be sufficient if 
the publisher from time to time mailed 
to the subscribers a circular in which 
is listed all the new information, which 
he has received from the different credit 
agencies with the information given out 
about, them which they are-entitled to 
receive for a small fee to cover expenses. 
A similar explanation would also be re- 
ceived by those who are not yet sub. 
scribers to the publication with the re- 
mark that newly enlisted subscribers 
are entitled to the same privilege as the 
old subscribers to the paper. 

4. The identity of the agency must, 
as well under point 1 as under point 3 
be kept strictly from the one from 
whom the information has been ob- 
tained. -I lay stress upon the’ strict 
masking of the credit agency’s identity, 
because in the opposite case, when un- 
favorable information of the credit ap- 
plicant is at hand, the credit agency 
would be exposed to chicanery. Reveal- 
ing the name of the credit agency by 
the Chamber of Commerce or the trade 
papers should be strictly prosecuted. 

5. The credit agency should decide 
if the correction demanded is well 
founded. But when the credit agency 
maliciously denies a well claimed cor- 
rection it should be liable, civilly and 
criminally. In those cases where the in- 
formation is faulty, control should be 
eternally important. 

—A part copy of a study by the au- 
thor of the necessary reform of the 
credit information system in Eu- 
rope. 

a 


There is no substitute for your 
national convention . . .. Press on to 


Detroitl—June 20 to 24. 
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Our readers 


think 






LA 
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| wholly disapprove of 
what you say and will 
defend to the death 
- your right to say it.— 
Voltaire to Helvetius 


“Our readers think” is an open 
= platform for our readers. Criti- 
lM cisms of all kinds will be published 
on this page. We believe in the 
strength and power of controversy. 
We believe in both brickbats and bou- 
quets. There is no brickbat this month, 
perhaps we will have better luck next 
month. 


A national 
work week 


Dear Sir: 

In the March issue, I read an ar- 
ticle by Mr. William Green, and first 
of all I want to take issue with you for 


Organized labor represents but a very 
small portion of the total of the labor- 
ing class and for one who understands 
the inner workings of union labor or- 
ganizations, it is humorous to note that 
the President of the American Federa- 
tion of Labor is championing the cause 
of labor. 

Labor Unions do not give a whoop 
about the unskilled labor or the white 
collar worker that is not organized. The 
union labor cares only for those of its 
own craft or those with whom they are 
closely affiliated. Invariably, you will 
find that where union labor is the 
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dubbing the gentleman “Labor Chief.”. 


strongest, that’s where State Employ- 
ment laws, especially for the women, 
are the weakest. 


Here in California, the unions are 
quite weak but we can boast State laws 
that make it unlawful to employ women 
more than eight hours a day and chil- 
dren under 16, under any conditions 
and children between the ages of 16 and 
18 by a special permit only. 

Now, referring to A. F. of Labor 
Platform—First, they say “Maintain 
Wages”—how? Will you leave that up 
to the desires of the individual employ- 
er? You can’t do that because if 99 
employers wanted to raise wages and 
one persisted and paid starvation wages, 
that one would pull the other 99 down 
eventually to somewhere near his stand- 
ard and the same goes for their next 
plank, entitled “Shortened Work 
Hours.” 


The third plank is not quite clear 
but the fourth is a joke. The rest of 
them are not even worth commenting 
on. 


Unless there is a Federal Law enacted, 
fixing a maximum work week, making 
it compulsory to employ more people 
on a shorter work day, we will con- 
tinue to bear under the burden of over- 
production or  under-consumption 
which, while different, bring our eco- 
nomic condition to the very same end. 
Then proceed to let the rest of the 
needs, such as minimum wages, etc., be 
taken care of by the law of supply and 
demand. - 

If we make our work day short 
enough, even businesses engaged in style 
items, such as the writer is in, can have 
almost year round work. Style trends 
are changing rapidly today, not because 
the consumer wants something new, 
but because the merchant is making a 
super-human effort to coax the few dol- 
lars from the consumer’s pocket. 

If production was limited, the manu- 
facturer could make up a little stock in 
advance to anticipate the peak demands 
of the rush season, but the way things 
are, they don’t dare do that because 
they can make up all they need to make 
in the comparatively few busy months. 

I am enclosing a copy of a letter 
which appeared in the Daily News Rec- 
ord, a dry goods periodical, under date 
of March 10th. I would thank you to 
give the thought of a National Work 
week, a little space in your press. 

Very truly yours, 
LesTER I. Brooks. 


(Lack of space prevents the inclusion 
of the letter mentioned by Mr. Brooks. 
—Editor). 


Campaign 
approved 
Dear Sir: 
Our attention has been called to the 
efforts of your association for a continu- 
ous fire prevention program throughout 
1932! We are most enthusiastic about 
your plan and hasten to offer the maxi- 
mum of co-operation within our power. 
This organization is committed to a pro- 
gram of organized fire prevention ac- 
tivities and it will be our pleasure to 
adapt it as may be necessary to co- 
operate with your national campaign. 
Permit us to compliment the National 
Association of Credit Men on the initia- 
tive it has taken in a definite plan to 
combat fire waste—an economic loss 
which can be eliminated and which is 
extraordinarily burdensome at all times. 
Please feel free to call on us if there is 
any special part in the campaign which 
we may undertake and feel assured that 
the details upon which we have agreed 
will be followed out in this section. 
FRANK B. HELLER, Chairman, 
Newark (N. J.) Safety Council. 


"Tagged Out" 
scores high 
Dear Sir: 

Yesterday afternoon was a good time 
to do some reading and the writer was 
so impressed with the article written by 
Mr. Paul J. Fitzpatrick in the April 
issue of CREDIT AND FINANCIAL MAN- 
AGEMENT entitled “Tagged Out” that 
he read it a second time. If I knew 
the address of Mr. Fitzpatrick, I would 
tell him how good it was. 

If it could only be handed from the 
president right straight down thru the 
executives of any industry and, in like 
manner, from the president thru the 
many vice presidents in the banks, some 
things found in it would prove bene- 
ficial, especially right now when so 
many businesses are “sick”, and in read- 
ing this article it not only gives the 
cause but one can also find a cure. 

This is one of the best articles that 
has appeared in your magazine for a 
long time. There is a lot of other good 
reading matter in the April issue. 

Yours very truly, 
BUFFALO Force Co., 
H. S. Wurtine, Secretary. 


Pat! 

What is it, Mike? 

Here’s a fellow that wants me auto- 
graph. 

Well, give it to him. 

Yeh—but he wants it on a check for 
the ten dollars I owe him. 


—Exchange 
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Can: American 
and Continental 


be 


(Continued from page 20) 


Percentage of Net Profits Paid on 
Common Stock 


1926 1927 1928 
American Can 45.60 48.66 47.36 
Continental Can 87.65 63.04 $1.12 
5 Year 

1929 1930 Average 
American Can 53.00 61.86 52.45 
Continental Can 45.82 49.53 54.70 


Book Value 
On Shares Outstanding Dec. 31, 1930 


1926 1927 1928 
American Can $44.79 $46.77 $50.33 
Continental Can 17.92 20.22 32.06 
1929 1930 
American Can $54.07 $57.26 
Continental Can 43.72 45.94 


On Shares Outstanding at End of 


Each Year 
1926 1927 1928 
American Can $44.79 $46.77 $50.33 


Continental Can 62.10 64.87 38.05 
1929 1930 

American Can $54.07 $57.26 

Continental Can 43.91 45.94 


In the case of American Can, the 
steady increase represents entirely the 
ploughing back of a good part of earn- 
ings into the business. 

With Continental Can, however, part 
of the increase comes from the cash re- 
ceived from offerings of additional stock 
to stockholders. 

Depreciation of Plant and Equipment 

Under the heading of “100% State- 
ments” it was noted that American Can 
did not show the cost of Plant and 


Equipment, and the Reserve for De- 


preciation separately, but only gave the 
net depreciated item. 

However, they do show in the state- 
ment of Income and Expenses the 
amount of Depreciation written off. 
These figures make an interesting com- 
parison with those of Continental Can. 


American Can 
Plant & Equipment, Net 


1926 1927 
$110,150,098 $115,949,224 
1928 1929 1930 


$121,090,042 $127,274,907 $136,843,848 


Depreciation written off 


1926 1927 
$2,000,000 $2,000,000 
1928 1929 1930 
$2,000,000 $2,000,000 $2,000,000 
Continental Can 
Plant & Equipment, Net 
1926 1927 
$20,881,448 $23,093,729 
1928 1929 1930 


$35,968,726 $43,960,944 $45,852,661 


Depreciation written off 


1926 1927 
$830,013 $977,802 
1928 1929 1930 
$1,267,895 $1,826,770 $2,185,437 


When writing to The American Credit-Indemnity Co., please mention Credit & Financial Management 





The Plant of American Can increased 
24% during the § year period, but the 
amount of depreciation charged off re- 
mains the same each year. 

The depreciation is 1.82% in 1926 
and 1.46% in 1930 of the amount of 
Plant and Equipment. 

Continental Can’s increase in Plant 
was 120%, and 163% in Depreciation 
over the period. Depreciation in 1926 


was 3.97%, and 4.77% in 1930 of the 
dollar figures. 


shown above, as these figures are based 
on Plant and Equipment Net, that is, 
after the depreciation has been deducted. 
The above figures also include real es- 
tate on which depreciation is not usually 
taken. 

However, this does give an indication 
of the percentage charged off. 

It raises a question as to why Ameri- 
can Can charges off a flat amount each 


year, while the Plant and Equipment 
increases steadily. 


Of course, the actual percentage of The Index 
depreciation charged off by the com- 


panies would be different from those 


In the Index the net result of: the 
individual movements (Cont. on page 35) 




















Brink of 
Bankruptey 


You know what an irksome, unsatisfac- 
tory task it is to deal with debtors who 
are approaching insolvency. Offers of 
settlement are inadequate and _ ridicu- 
lously low. 





Ameriean Credit Insuranee 


Policy-holders in this company do not need to ac- 
cept these low offers. When they turn the case 
over to us, we seldom fail to raise the original offer ! 
Furthermore, we save our policy-holders endless 
time, worry and work. That is because we are 
efficiently organized and equipped to handle such 
cases. We have had experience in almost every 
possible combination of circumstances. 


Credit Managers, why not avail yourselves of our 
experienced services, and at the same time fully 
protect your firm’s resources against abnormal, un- 
foreseen credit losses? Send for full particulars. 


CThe AMERICAN 


CrREDIT~- INDEMNITY Co. 


OF NEW YORK J. F.M* FADDEN, passipass 


Offices in All Leading Cities 


New York, St. Louis, Chicago, Cleveland, Boston, 
San Francisco, Philadelphia, Baltimore, Detroit, 
Atlanta, Milwaukee, etc. 


In Canada—Toronto, Montreal, etc. 









































































































































































Insurance 
digest 


Inaugurated be- 
cause of the credit 
fraternity's close 
contact with the 
insurance field 


and need of infor- 


mation about it. 


“Lay--off" and 
the group policy 
A temporary discharge may void an 
employe’s insurance under a group 
policy just as would a permanent dis- 
charge unless an employer takes advan- 
tage of a relative provision in the policy, 
the Ohio Supreme Court has held in the 
case of Hull v. Equitable Society, 178 


N. E. 850, as reported by “Eastern Un- 
derwriter.” 


The employe insured, Mohler, had 


been in the employ of the Barnes Manu- 
facturing Co. prior to July 17, 1930. 
The company had a group policy with 
the Equitable Society. On July 17 
Mohler was temporarily discharged and 
on August 3 he was instantly killed in 
an automobile accident. 

His employment by the Barnes Co. 
was for no particular time, and there- 
fore he could. have quit or been dis- 
charged at any time. He never worked 
for the company after July 17, and at 
that time he was paid in full. 

But at the time of his discharge, sixty 
cents was deducted by the company out 
of his pay in payment of insurance for 
the month preceding his discharge. No 
premium was collected from him there- 
after. His administratrix sought to re- 
cover upon the policy. 

The court holds that it was imma- 
terial whether the layoff was temporary 
or permanent, “for the reason that the 
contract of insurance existing between 
the society and the employer is decisive 
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.to do these things.. 


thereof, in that it does not differentiate 
between a temporary and a permanent 
discharge.” 

The certificate delivered by the em- 
ployer to the employe is no part of the 
contract of insurance, the court holds; 
the contract consists of the policy issued 
by the society to the employer and the 
application therefor. The employe’s cer- 
tificate is only a recitation of his right 
to protection under the terms of the 
contract, so long as the conditions of 
the policy are complied with. 

The policy herein provided that the 
company’s employes are insured for the 
term or such part thereof as they shall 
respectively remain in the employment, 
and that the insurance should automat- 
ically lapse upon his discontinuance of 
Participation or upon termination of 
their employment without regard to the 
cause of such termination. 

The policy also provided that “the 
employer may elect that all employees 
who, while insured hereunder are tem- 
porarily laid off or given leave of ab- 
sense, . shall be considered to be 
in the employment of the employer dur- 
ing such period,” but this was further 
made dependent upon the employes per- 
forming certain things, and upon cer- 
tain conditions, which it was conceded 
the employer did not perform and com- 
ply with. 

The fact that the employer did not 
do certain things to keep the insurance 
in force during the employe’s layoff was 
not chargeable against the insurer, es- 
pecially as the employer was not bound 

The insurer was not estopped from 
disclaiming liability because of the de- 
duction of sixty cents from the em- 
ploye’s wages at the time of his dis- 
charge for the previous month’s insur- 
ance, or because of the fact that the 
employer reported his discharge to the 


‘insurer on August 4 (the day after the 


death), which by the terms of its con- 
tract, it was bound to do within the 
month, or that it sought to ascertain if 
Mohler’s estate was entitled to benefits. 

The employe, under the policy, could 
have obtained an individual policy with- 
in a certain period after his discharge. 
This he did not do. His certificate ap- 
prised him that termination of his em- 
ployment ended the insurance in his 
favor, and neither the employer nor the 
insurer was under a duty to notify him 
that he was not covered by insurance: 


Forecast 


“If history is any guide to the fu- 
ture, it seems reasonable to expect that 
the next ten years will witness an ex- 








pansion of the purchase of the invest- 
ment forms of life insurance, for at no 
time has that value been so clearly dem- 
onstrated as at present,” says L. E. 
Zacher, President of the Travelers in 
a summary of 1931 business. 


Insurance 
conference 


The third annual insurance conference 
of the American Management Associa- 
tion will be held in the small ball room 
of the Hotel Pennsylvania May 5-6. 

One of the most interesting features 
of the meeting will be a discussion of 
practical methods of preventing losses. 
Those scheduled to talk on that subject 
are A. G. Westcott, assistant treasurer, 
Union Ice Co.; J. H. Nickell, insurance 
supervisor, Philadelphia Electric Co.; 
George E. Rogers, insurance manager, 
United Pierce Dye Works. 

Self insurance will be discussed by P. 
D. Betterley, assistant treasurer, Grafton 
& Knight Co. 


Chicago fire 
losses down 


The Fire Insurance Patrol of Chicago, 
which keeps a complete record of all 
fires and the damage done in Chicago, 
has announced that the fire loss in Chi- 
cago, last year was only $9,502,023, or 
a reduction of 37.2% under the total 
for 1930. This was a reduction of more 
than 40% under 1929, the modern day 
high record year when the losses totaled 
$15,963,979. 


Royal offers 
new brochure 


The Royal-Liverpool Groups of fire 
and casualty companies, which have 
their principal United States offices in 
New York, have published an attractive 
and interesting brochure announcing 
for the first time the combined, as well 
as the individual, resources of the thir- 
teen members of the Groups. These 
figures, together with a graphic exposi- 
tion of world-wide facilities as set forth 
in the brochure, reflect the strong finan- 
cial structure and extensive operating 
scope of these prominent groups of 
companies. 

For the year 1931 the total premium 
income in the United States written by 
these Groups for fire, casualty and 
marine business was $73,466,126. Prac- 
tically all forms of insurance are writ- 
ten except life.. Outside the United 
States life insurance is written also, 
members of these groups being repre- 
sented in more than ninety foreign 
countriés and policies being printed in 
sixteen languages. 
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(Continued from page 33) of the ratios is 
reduced to one indicator, or Index num- 
ber. Thus the improvement or decline 
is more easily noted. 


As advocated in Alexander Wall’s 
book “Ratio Analysis of Financial 
Statements”, the “Current” and “Worth 
—Debt” ratios have been given equal 
analytical values, and the two combined, 
one-half of the analytical value of all 
the ratios. A weight of 25% has, 
therefore, been given to each. 


*“Worth—Fixed”, “Cash and Receiv- 
ables—Current Debt”, ““Working Capi- 
tal—Inventory”, “Working Capital— 
Total Assets”, and “Net Profit—Net 
Worth” have each been given a weight 


of 10%. 


“Merchandise — Receivables” Ratio 
was not weighted because at different 
times in the business cycle, it is some- 
times inverted. It is interpretive, how- 
ever, as a single proportion. 


Other weights could be used to de- 
velop the “Index Number’, according 
to the analyst’s own ideas of the im- 
portance of each ratio, but if varied 
within reason, it will not alter the gen- 
eral trend, although the size of the In- 
dex Number will be changed. 


Controlling: the Index 


a 


A ratio can in theory fall to such a 
low level as to reduce its value to noth- 
ing. This makes a downward move- 
ment for each ratio value, and for the 
Index of 100, theoretically limited. For 
this reason, the upward movement or 
value influence has been limited to 100 
points above par, or, equal in degree to 
the downward swing. The formula 
used for controlling dislocation within 
an upward limit of relation to some- 
thing below 200%, is as follows 


Relation = 100 plus 
100 minus Base Ratio (Joint Period Statement) 


Subjects Ratio 


Using this formula results in a much 
safer index. 


The Index 


Referring to the Index we find that 
American Can ranges from 86% to 
90% of the Base, being below par in 
every year. 


Continental Can increased from a low 
of 121% in 1926 to 142% in 1930, 
being above par in every year. 








re. “es AMERICAN CAN COMPANY 

| ee. INDEX 
. ae eg 1926 1927 1928 1929 1930 
‘ee t Rela- Rela- Rela- Rela- Rela- 
Weight ‘tion Value tion Value tion Value tion Value tion Value 
Current: 3.%....... 25 87 “2175 97 24.25 72 1800 77 19.25 79 19.75 
Merchandise—Receiv- 
ft ablegei oer. ...... 136 133 114 95 63 
Worth—Fixed ...... hs 70 95 9.50 96 9.60 94 9.40 91 9.10 
Worth—Debt «vetted 9,25 107 26.75 72 18.00 $1 20.25 89 22.25 
Cash & Rec.— 

: Current Debt . a0 71 7.110 74 #740 76 7.60 94 9.40 
Working Capital— es 

Inventory ....... 10 a7? Fao 82 8.20 103 10.30 100 10.00 106 10.60 
Working Capital— te —m 

Total Assets ..... 10 3993 9.30 89 8.90 89 8.90 85 8.50 78 7.80 
Net Profit— 

Net Worth ...... 10 81 8.10 75 7.50 108 10.80 115 11.50 111 11.10 
100 86.40 92.20 83.00 86.50 90.00 
CONTINENTAL CAN COMPANY 
INDEX 

1926 1927 1928 1929 1930 
Rela- Rele- Rela- Rela- Rela- 
Weight tion Value tion Value tion Value tion Value tion Value 
Curnent e792. 5:... igs as 133 33.25 145 36.25 145 36.25 154 38.50 158 39.50 
Merchandise—Receiv- 

Ws nae hak te 87 87 102 99 64 
Worth—Fixed ..... 10 116 11.60 117 11.70, 112 11.20 120 12.00 114 11.40 
Worth—Debt ...... ae © S29 30.75 137 34.25 141 35.25 145 36.25 156 39.00 
Cash & Rec.— 

Current Debt .... 10 134 13.40 149 14.90 136 13.60 162 1620 168 16.80 
Working Capital— 

Inventory ....... 10 98 9.80 108 10.80 86 8.60 123 12.30 134 13.40 
Working Capital— 

Total Assets ...... 10 129 12.90 131 13.10 123 12.30 134 13.40 127 12.70 
Net Profit— 

Net Worth ...... 10 93 9.30 100 10.00 100 10.00 101 10.10 99 9.90 

100 121.00 131.00 127.20 138.75 142.70 
Price—Earnings JOHN HANCOCK SERIES 
Prices 1926 1927 1928 r 
° ? 
American Can—High $63.12 $77.62 $117.50 A Business Man $s Life 
“—Low 38.87 43.62 70.50 
1929 1930 =1931 F you want a building, a ma- 
$184.50 $156.50 $129.75 chine, or a raw material, you 
86.00 104.62 $8.12 order it to specification—and 
1926 1927 1928 get what you order. Not so with 
Continental Can—High 92.50 86.87 64.50 men, especially those with execu- 
1929 1930 =1931 tive, administrative, or selling 
92.00 71.62 62.75 ability. Business or inventive 
r “Low 70.00 58.75 40.12 genius cannot be obtained on order 
40.50 43.50 30.25 and is rarely replaceable. 
In almost every business, 

PRICE TIMES EARNINGS ton it bea oe tion, part- 

1926 1927 1928 iets inions tacmeoee ieee 

American Can—High 14.4 18.9 17.1 —who is outstandingly valuable to 
x P 23.0 19.4 the management of that business. 
—Low a aon 10.3 You know who these men are in 

E : . : your ———— If you are 
Continental Can—High _ 7" 14.8 interested tn @ plan whereby Life 
svat 19301931 Insurance can applied in the 

- “iy . oa 92 permanent interest of your business, 
— 7 os ; we shall be glad to supply in- 


The above prices and ratios are based 
on the Common shares outstanding at 
the end of each year. 


Probably the most popular yardstick 
in estimating the value of a Common 
stock is approximately ten times earn- 
ings. 

The average well managed company, 
will pay out of earnings available for 
the common stock up to about 60% in 
dividends. Assuming that no more than 
ten times earnings (Continued on page 39) 


formation. Address: 


Please send information regarding part- 
nership and corporation insurance. 


c. M. 
OVER SIXTY- NINE YEARS IN BUSIN. 


When writing to advertisers please mention Credit & Financial Management 
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Accounting 
forum 


An open clear- 
ing-house of ideas 
and news for 
credit executives 
by accountants. 


With this issue CREDIT AND FINAN- 

CIAL MANAGEMENT inaugurates a 
Mi new departmental feature, the Ac- 

counting Forum. This month’s ar- 
ticle was written especially for us by Mr. 
Frederick H. Hurdman, C.P.A., of the 
firm, Hurdman & Cranstoun of New 
York. Mr. Hurdman is Chairman of the 
Special Committee on Co-operation with 
Bankers of the American Institute of 
Accountants. In this inaugural piece 
he sketches an outline of the co-opera- 
tive possibilities between credit execu- 
tives and accountants. 





The service which the accounting 
profession can render the credit men of 
the country is dependent to a large ex- 
tent upon a better understanding of 
each other’s problems. Much has been 
accomplished already by virtue of an 
arrangement which has existed for a 
number of years between accountants 
and bank credit men. If the accountant 
will endeavor to understand the prob- 
lem of the credit man and the credit 
man will have due regard for some of 
the handicaps under which the ac- 
countant works, much progress can be 
made in the solution of their respective 
problems. 

It is difficult to generalize in writing 
on a subject of this character, but it is 
probably a truism that if the credit man 
made it possible for the accountant to 
secure from the books and accounts 
of the client-customer all of, the data 
the credit man felt he required and the 
accountant understood what that re- 
quirement was, everybody would be 
happy. 
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Frederick H. Hurdman 


In most cases, however, this ideal 
situation does not exist. The accountant 
can not anticipate everything the credit 
man will want to know. As a matter of 
fact, many of the items for which the 
credit man asks would not have sug- 
gested themselves except through an 
analysis of the statements submitted for 
review. In addition, and perhaps more 
important still, the accountant will not 
be permitted by his client to disclose 
this desired information. 

We arrive, therefore, at a point where 
we say that the accountant should dis- 
close every essential detail bearing upon 
the balance-sheet and operating state- 
ments submitted. Having attempted to 
do that, there will undoubtedly be wide 
differences of opinion as to what is es- 
sential and what is not. 

It is highly improbable that the ac- 
countant will ever occupy a position 
where he will express an opinion as to 
the credit responsibility of his client. 
He should, however, furnish the credit 
man with accurate data in sufficient de- 
tail so that no essential facts are ob- 
scured, in order that the credit man, 
with whatever additional data he can 
obtain from various sources, can intelli- 
gently form an opinion. 

The accountant must be careful in 
considering the use to be made of his 
report not to limit the horizon too 
much, as a report once out of his posses- 
sion may be put to uses never dreamed 
of in the beginning. 

Great care should be exercised by the 
accountant in terminology used through- 
out the report, to the end that meaning 


shall not be obscured or a more favor- 
able conclusion drawn than was. war- 
ranted by the facts. 


Many differences arise from time to 
time in the treatment of items on the 
balance-sheet or in the operating ac- 
counts. Some of these questions demand 
the exercise of individual judgment. 
The client may wish a favorable con- 
struction and unless the question is one 
definitely covered by some recognized 
authority, the accountant can do no 
more than insist that the item be set out 
with such clearness that he who runs 
may read. In such cases no damage will 
have been done, but if, in addition to 
acceptance of the client’s viewpoint, the 
accountant is a party to non-disclosure 
by the use of carefully phrased words, 
there can be nothing but condemnation 
of such practice. 


Much progress has been made in 
securing the adoption of certain princi- 
ples. For instance, one seldom finds on 
the balance-sheet amounts due from 
trades mingled with amounts due from 
employes. Liabilities are entered on the 
liability side and not deducted from 
some asset of kindred relation and shown 
net on the asset side. An effort is made 
to segregate current assets and liabilities. 


It would seem wise to set up some 
machinery whereby the credit men and 
the accountants could discuss their 
problems with a view to a better un- 
derstanding of what each expects of the 
other. I am sure the American Institute 
of Accountants would be glad to ap- 
point a committee on cooperation with 
credit men if the National Association 
of Credit Men would appoint a com- 
mittee to cooperate with accountants. 
In this manner a movement with far 
reaching possibilities may be started. 


Inventory account 


\ Valuation stressed 


by IVAN R. LASHINS, C. P. A. 


Corporation balance sheets and profit 
and loss statements are regarded as of 
considerable significance. Dealing as they 
do with financial conditions and op- 
erating results, there is an obvious pe- 
cuniary interest in these statements to 
those concerned, and, particularly to 
creditors, possible creditors, stockhold- 
ers, managing officials and taxing au- 
thorities. 


In the preparation of these statements 
it has always been deemed necessary, 
from the-point of business economics, to 
establish valuations om all accounts 
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where a definiteness is not readily stated 
or reflected. And so, it is essential that 
inventories of goods and merchandise 
require valuation for the purpose of de- 
termining the profit or loss for periods, 
and in establishing the financial condi- 
tion as at certain dates. Obviously, if 
such valuations are erroneously com- 
puted, because of acts of commission or 
omission, it is evident that such state- 
ments cannot reflect true pictures in 
that such are more or less incorrect. 
Endless discussions and theories have 
been presented on this subject by all 
those interested practically and aca- 
demically. 

There are four recognized outstand- 
ing methods of inventory valuations: 
Actual cost; replacement cost or mar- 
ket value; first or second, whichever is 
lower; sales prices less estimated expenses 
for realization. 

Each of these methods has arguments 
for and against, and, inasmuch as vol- 
umes have been written on this subject 
matter, a detailed discussion of the pros 
and cons cannot be given in this limited 
space. However, the third method has 
the support of conservative practice and 
is generally most desirable. 

There is no one method or rule by 
which inventory valuations may be 
made. The task of inventory valuation 
is not a simple one in many or most 
cases, Multitudinous questions arise as 


I. R. LASHINS & COMPANY 


Public Accountants and 
Auditors 


Rust Building 225 Broadway 
Washington, D.C. New York, N. Y. 


Constructive accounting and auditing 
Tax services 
Systems 
Credit and financial investigations 
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to applicable values of merchandise, 
goods or materials on hand. The task is 
even greater in manufacturing enter- 
prises, with questions of pricing goods 
in process, or partly manufactured 
goods, as well as finished goods. It is 
apparent that in such cases questions 
arise-as to the allocation of applicable 
labor, as well as the apportionment of 
burden or overhead. 


Inventory valuations have been scru- 
tinized by all concerned, and, by those 
of understanding, are usually looked 
upon as the dubious factor. In many 
cases it has been generally believed that 
manufacturers and merchants make use 
of this account with the intention of 
portraying a desired condition. Oft- 
times it is treated lightly and its sig- 
nificance is not thoroughly compre- 
hended by those who should have better 
understanding of its importance. There 
is no reason why the money valuations 
expressed by inventories should be re- 
garded differently from the money val- 
uations expressed by a cash account or 
the accounts receivable. The dollar 
values of the various accounts appearing 
on a statement have identical economic 
worth. While the overstatement or un- 
derstatement of accounts receivable 
would be frowned upon, yet inventory 
valuations are apparently not consid- 
ered with the same seriousness, even 
though there is the same expression in 
dollars. With other valuations of ac- 
counts, such as provisions for bad debts 
and provisions for depreciation, due 
reason and care are given; consistent 
methods are employed based upon the 
results of years of past experiences and 
computations made. accordingly. 


Now, if irregularities were avoided 
and proper recognition given to the im- 
portance of valuations of merchandise 
inventories, doubts would eventually 
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vanish from the minds of creditors, of 
stockholders and others who are depend- 
ing upon correct and honest financial 
statements. 

Irrespective of the method employed 
in calculating inventory valuations, if 
consistency is maintained with the 
method used, then over normal periods 
the proper reflection will be shown. 
However, the economic cycles of busi- 
ness conditions change. The normal 
periods turn to periods of depression or 
periods of prosperity. Hence, there 
must be even more consideration for, 
not only consistency in the method of 
application, but for conservatism as 
well. And conservatism will not permit 
inventories to include unrealized or an- 
ticipated profits on unsold merchandise. 

Depressed years should not be colored 
by inflated inventories; prosperous years 
should not be depressed by understating 
inventories. Accounting statements are 
prepared for definite periods of time and 
such reflections must indicate the re- 
sults of the particular periods covered. 
Each period must stand on its own, 
good or bad. 

It is the writer’s belief that a com- 
plete appreciation of accurate and con- 
servative inventory calculation is not 
entirely understood by most of those 
requiring it. Consequently, guessing 
and adjusting and manipulating is often 
resorted to. Therefore the merchandise 
inventories are the most doubted figures 
shown on financial statements. 

Corporations should make proper and 
complete explanations, as footnotes on 
issued statements, certifying to the 
method of valuation and the officers 
responsible for same and whether or not 
verifications were made. Any peculiari- 
ties or deviations should also be con- 
tained in the footnotes. 


—Reprinted by permission of the author 
from “The Journal of Commerce,” N.Y. 


If you desire a listing in this Directory, write the Managing Editor of Credit and Financial Management, 


One Park Avenue, New York. 
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modern 
oftice 


An idea and experience ex- 
change on equipment, system 
and management in the mod- 
ern credit and business office. 


Dictaphone desk mount 


Dictaphone announces a new desk 
mount for its transcribing machine per- 
mitting the use of the Dictaphone on 
the desk instead of on a floor stand. 
The saving of floor space is considerable. 
A patented method of suspension en- 
ables the Dictaphone Desk Mount to 
absorb all vertical and horizontal shocks 
and vibrations. Consequently the Dic- 
taphone can be used on any desk or 
table suitable for typewriter use. The 
mount is simply constructed, requires 
no special attachments or new opera- 
tions when in use. It can be used in 
any position on the desk. Dictaphone 
Desk Mounts are optional with the pur- 
chaser, costing no more than the stand- 
ard stand. 


Invitation 


Readers are invited to make use of 
“In the Modern Office” for information 
regarding new equipment, appliances, 
devices, systems for making office work 
easier and cheaper. Even though the 
specific item or idea you are interested 
in is not mentioned we may have some 
information of value to you. Or, if we 
do not have it on hand, we may be able 
to refer you to the best source of in- 
formation. 


Amen! 


We take the liberty of quoting from 
a letter by Mr. Walter Fanning, Adver- 
tising Manager, Nunn, Bush and Wel- 
don Shoe Company. “There is a crying 
need for simple, homespun, honest-to- 
God, friendly letters in this United 
States right now—letters that break 
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away from the salted pork and pickled 
herring routine of business—and every 
wide-awake president of an organization 
will recognize that fact and agree to it 
if he is hit between the eyes in the right 
way.” Amen, Mr. Fanning—and Okay! 


The Leffingwell award 


The National Office Management As- 
sociation makes an annual award of the 
Leffingwell Medal to the individual who 
has made the most outstanding accom- 
plishment in Office Management during 
the past year. Membership in the Na- 
tional Association is not necessary for 
eligibility. All conditions concerning 
entries, etc., may be had from Frank L. 
Rowland, Lincoln National Life Insur- 
ance Co., Fort Wayne, Indiana, or Nor- 
man C, Firth, McGraw-Hill Publishing 
Co., 330 West 42nd Street, New York 
City. 


New type pencil 

The Joseph Dixon Crucible Company, 
Jersey City, N. J., has introduced a 
solid graphite pencil for desk use. The 
graphite is enamelled in colors so that 
pencil cannot soil the fingers. Metal 
point protector is used to prevent 
fingers from contacting graphite at the 
exposed end. Pencils are 51 inches 
long, can be pointed in any pencil 
sharpener and are available in soft and 
medium textures. 


Re-inking 
numbering machines 

Wm. Force and Company have per- 
fected a ready-inked felt pad for inser- 
tion in numbering machines. Each pad 
is packed in an air-tight isinglass con- 
tainer with a pair of tweezers. Pad is 
removed from container with tweezers 
and pressed into holder. Solves messy 
job. Assures even inking. 


C. & F. M.'s Business Show 


Are you going to attend the National 
Association of Credit Men’s Convention 
to be held at the Hotel Statler in De- 
troit, from June 20 to 24? If you are, 
let us call your attention to a week-long 
event taking place at that time, which 
you can look forward to with a feeling 
of profitable anticipation. 

CREDIT AND FINANCIAL MANAGE- 
MENT will schedule its annual business 
show in conjunction with the conven- 
tion. Past delegates, and particularly 
those who attended the Boston Conven- 
tion, will have pleasant recollections of 
the splendid show which was staged for 
their benefit by CREDIT AND FINANCIAL 
MANAGEMENT'S advertisers. 

After you register as a delegate, you 


will in all probability stroll imto the 
convention hall—there to renew ties 
with your old Association friends and 
form new bonds of friendship which 
will prove profitable and enduring in the 
years to come. As your preliminary 
explorations are being conducted, you 
will find that Creprr AND FINANCIAL 


‘MANAGEMENT advertisers have again 


this year, with their usual forethought, 
prepared a display for your benefit. 
Ranged before your eyes will be various 
types of office machinery and equip- 
ment, credit services, and other systems 
and devices designed to make your ef- 
forts in the field of credit a pleasant 
sport rather than brain-racking toil dur- 
ing the coming year. 

One mid-Western credit executive in 
particular who attended the Boston 
Convention has had the past year of 
care and worry made a lot easier because 
of his fortunate visit to the booth of a 
file signal manufacturer. It seems that 
for years both he and the manufacturer 
had ideas as to how to keep a file tab 
check on credit files. Unfortunately, 
up until last June their paths had never 
crossed, with consequent loss to both. 
The mid-Western credit man did not 
previously know that there was a manu- 
facturer who had the same bright ideas 
about tab signals for credit files, collec- 
tion records and accounting systems. 
Now the signal system does the work of 
several girls, and the credit executive 
has the feeling of ‘directing his depart- 
ment rather than the complex of being 
a harassed, detailed-burdened cog in the 
organization. 

Just bring your problems to the busi- 
ness show, lay them before’ the as- 
sembled problem solvers, and be pre- 
pared to take back ‘the solution when 
you leave Detroit on the 24th. or 25th. 
of June. Arriving home, it will be 
merely necessary: to install the systems, 
services, and products of the various 
CREDIT AND FINANCIAL MANAGEMENT 
advertisers and life will be a much sim- 
pler proposition from. that point on. 

This year’s advertising exhibitors are 
expected to include: Burroughs (Office 
Machinery); Felt & Tarrant Mfg. Co. 
(Comptometer) ; H. C. Cook (File Sig- 
nals) ; Wilson-Jones (Stationery & Rec- 
ord Systems, etc.) ; The Hooper-Holmes 
Bureau (Moral WHazard Reports); 
Household Finance Corp. (Personal Fi- 
nance) ; Postal Telegraph (Communica- 
tions); Retail Credit Corp. (Character 
Reports) ; Carl E. Strickler & Co. (Col- 
lection Stickers). 


Press on to Detroit! 
N.A.C.M. Convention—June 20 to 24 
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 ticeable in 1930. 


Can: American 
v and Continental 


(Cont. from page 35) have been paid, and 
that 60% of net profits are being paid 
out as dividends, this will give a re- 
turn of 6% at the time of purchase, 
which is not too much, when the degree 
of risk is considered, that is involved 
in the purchase of common stock for 
investment. 

In the first table are shown the High 
and Low prices of the Common stocks 
for each year. The second table indi- 
cates the number of times earnings that 
the stocks were selling at par. 


Summary 


The “Current” ratios are satisfactory 
for both companies, particularly in the 
case of Continental Can. 

“Merchandise-Receivables” ratios 
show a lower trend, which is very no- 
This reflects par- 
ticularly smaller inventories. In view of 
the declining trend in business, it shows 
that the trend was sensed and inven- 
tories greatly reduced. It is evident 
from this that the managements of both 
companies have foresight. 

“Worth-Fixed Assets” shows that 
both are adding. to Fixed’ Assets to a 
greater extent than they are adding to 
Net Worth. If sales figures were avail- 
able, it would indicate. whether this 
was justified. 

“Worth-Debt” in the case of Ameri- 
can Can reflects the higher percentage 
of Debt, and the lower percentage of 
Net Worth at the end of the period. 
Continental Can at the end of the 5 


‘ years has a lower percentage of Debt 


and a higher percentage of Net Worth, 
and this is shown in the Relation to the 
“Base’’. 

“Cash and Receivables—Current”, 
and “Working Capital to Inventory” 
Ratios of both concerns, show steady 
improvement. 

“Working Capital— Total Assets” 
shows a slight decrease in both cases. 

“Net Profit-Net Worth” in the case 
of American Can shows an increase at 
the end of the period while Continental 
Can has remained practically stationary. 
In this connection, it is well to note that 
the amount of depreciation written off 
against Income would have a consider- 
able effect on this ratio. 

Under the heading of ‘Depreciation 
of Plant and Equipment”, it was seen 
that Continental Can’s Depreciation 
charges increased each year, but Ameri- 
can Can charged off a flat amount each 
year, although the Fixed Assets increased 
steadily. This charge would also af- 





fect the “Net Profit per Common 
Share”. 

*‘Net Profit per Common Share” and 
also the “Dividends paid per Common 
Share” have steadily grown year by 
year, reflecting the earning of profit on 
the percentage of profits ploughed back 
into both concerns. 

Under “Percentage of Net Profit paid 
per Common Share” American Can has 
increased from 45.6% to 61.8% with 
an average of 52% for five years. Con- 
tinental decreased from 87.6% to 
49.5% with an average of 54% for the 
period. 

“Book Value” in the case of Ameri- 
can Can increased from $44.79 to 
$57.26 in five years, entirely out of 
earnings. Continental Can shows an 
increase from $17.92 to $45.94 during 
the period, part of which came from 
cash for subscriptions to Common 
Stock. 

The above facts show that the man- 
agements of both concerns are progres- 
sive and conservative. 

The Index clearly indicates, however, 
that while both companies show. a ris- 
ing trend, Continental Can reflects a 
better average condition than does 
American Can. 

At the time of this writing, American 


Can Common Stock is selling at about 
$50 per share, which is 6.2 times 1930 
earnings and this compares with a High 
of 23 times earnings in 1929, and a 
Low of 8.9 times earnings in 1926. Re- 
ports are only published annually, but it 
has been estimated that 1931 earnings 
will approximate $5.00 per share. As- 
suming this to be the case, the stock is 
selling for approximately 10 times 1931 
earnings. 

Continental Can Common stock at 
this time is selling for about $30 per 
share, which is 6 times 1930 earnings 
per share. This compares with a High 
of 18.3 times per share earnings in 1929 
and a Low of 7.8 times in 1927. This 
concern also, only publishes annual re- 
ports. Earnings for 1931, however, are 
estimated to be about $3.30 per share. 
On this basis the stock is selling for 
about 9 times 1931 earnings. During 
1930 Continental Can retired all of the 
Preferred stock, which was outstanding, 
so that the capital now consists of Com- 
mon stock only. The Common stocks 
of both companies appear to be desirable 
investments for a business man. Of the 
two; however, Continental Can is the 
more conservatively priced. 


—Continental Can has since announced that 
it will issue quarterly reports—Mg. Editor. 
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When writing to Great American Insurance Company, please mention Credit 8 Financial Management 39 











Detroit— 
y convention city 


(Cont. from p. 22) kind in the world, big- 
wheeled bicycles, gigs, cutters, surreys, 
family coaches and the battered buggy 
that used to get a coat of paint when 
visitors came to the country. Every 
form of transportation from the earliest 
to the latest achievements in scientific 
engineering are on display. 

In the colonial home are spinning 
wheels, looms, instruments for rug mak- 
ing, quilting frames, costumes of all 
ages and for all occasions, cabinets, 
Exeter pottery and Sandwich glass, toys 
and replicas of early Saxon houses. In 
the Menlo Park group of buildings is 
the house where Edison perfected the 
first incandescent light. Here also stands 
the machine shop where he labored 
through the long hours of the night, 
the carbon house, the carpenter’s shop, 
and even the South London boarding 
house, the first house in the world 
lighted by electricity, the original Edi- 
son equipment and tools used in the 
experiment and the photometer room 
where Edison measured the candle power 
of his first successful lamp. 


On off there on the village green 
stands the famous Clinton Inn, built in 
1830, one of the important stops for 
stage-coaches on the Chicago turnpike. 
Upstairs in this house can still be seen 
the ballroom where many happy ro- 
mances began, and probably some ended. 
The village store is here, its shelves 
loaded with remedies and nostrums never 
heard of any more, and beside this the 
barber shop, the blacksmith shop, and 
the grist and saw mill that stood for 100 
years on the banks of Stony Creek, at 
Frenchtown, north of Monroe, Michi- 
gan. 


The tannery wagon works and har- 
ness shop, the little New England 
church, the postmark of early American 
civilization which Henry Ford liked so 
well, the little red school, the forerun- 
ner of modern educational institutions, 
the cobbler shop and the railway station, 
which is the famous Smith Creek sta- 
tion, are all here in a beautiful and 
reminiscent ensemble of American tra- 
ditional history. 


The entire village is a faithful replica 
of an ordinary colonial village in its 
primitive homeliness and __plainness. 
There is nothing like it anywhere else 
in the world. It is a shrine dedicated to 
the ideals of American life that were 
created out of the rugged adventure of 
the early colonists in their desire to en- 
joy equal liberties and rights. The 
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@ Detroit’s Masonic Temple 


Greenfield American village completes 
the historical picture of Detroit. It is 
the expression, graphically illustrated, 
of the English colonization. Detroit 
has many other historic spots where the 
imprint of French civilization can still 
be seen, and the new city, the city of 
giant skyscrapers and industrial empires, 
is the city of the American civilization. 


The seventh 


\ man 


(Cont. from page 17) families to pay past 
due bills of retail creditors, the business 
world will become more and more con- 
scious of the value of this strong and 
growing servant. 

Last year 363,851 employed families 
living in 91 cities borrowed $73,310,- 
170 from Household Finance Corpora- 
tion for the purpose of paying bills and 
meeting emergencies. The thawing 
out of these millions of dollars in 
frozen accounts meant orders and jobs 
in factories, mills, mines, stores, offices 
and on transportation lines and farms 
that otherwise might have been lost. 
163,000 of these families used $33,- 
000,000 to pay the landlord, the coal 
dealer, the corner grocer and for other 
expenses. 100,000 families borrowed 
$20,000,000 to pay insurance premiums, 
taxes, interest, and for mortgages. 55,- 
000 families obtained $11,000,000 for 
moving expenses and repairs, for educa- 
tion and for travel, to buy furnishings 
and to aid relatives. 45,000 families 
borrowed $9,000,000 to pay their doc- 
tor, dental and medical bills. 

There are in the United States today 
billions of dollars in past due bills like 
the above. Their total is far greater 
than all the money Congress is appro- 
priating for emergency relief measures. 
If such bills were paid up by the mil- 
lions of people who are lucky enough 
to have jobs, what an impetus would 
be given to retail trade and business 
revival! And when we realize that 





more than three-quarters of these peo- 
ple cannot borrow from the regular 
banking institutions, and that the vast 
majority of the unemployed may be 
efficiently served by personal finance 
companies operating under the regula- 
tion and supervision of. twenty-six of 
our states, the growing importance of 
personal finance institutions to business 
is strikingly clear. 

The ultimate fairness of assessing the 
cost of carrying these individual de- 
linquent accounts upon the debtor is 
also evident. Any other system encour- 
ages careless paying habits and forces 
the prompt paying customer to pay for 
the delinquencies of others. It raises 
the level of retail prices higher than 
necessary, and thus reduces consump- 
tion. 

Some, usually with slight knowledge 
of the basic and fundamental princi- 
ples of economics and business, have 
criticized the rates of the companies as 
somewhat too high. The legal maximum 
charge, which includes interest, costs of 
investigation and collection and ex- 
penses of every other kind, is generally 
fixed by the state laws at three and one- 
half per cent of the balance due at the 
end of each month. The interest cost 
is by far the smallest part of the total 
charge made. Most of the charge rep- 
resents the very expensive work in- 
volved in the most thorough (and 
therefore costly) investigation made to 
prevent loss, and the bookkeeping detail 
and labor required to collect the nuv- 
merous installments in which the loan 
is paid at the convenience of the bor- 
rower. 

Any credit man, of course, knows 
that a retail business, especially one 
handling small items, must operate at 
a mark-up much higher than that of a 
wholesale business. A personal finance 
office may spend an entire year in lend- 
ing $75,000 in 500 separate loans aver- 
aging $150 each, with 500 different 
costly investigations and 6,000 items to 
carry on the books and collect during 
the period of a year. Such an office 
must charge for expenses per $100 
loaned at a rate much higher than a 
bank which lends $75,000 in one trans- 
action. After all, the test of the rea- 
sonableness, of the charges is the 
amount of net profit. The 1932 report 
of the Virginia legislature’s investiga- 
tion of all the personal finance com- 
panies in that state showed that their 
profits were much below those earned 
in other well known lines of retail 
business. And yet the charges of House- 
hold Finance Corporation, because of 
its sound financial (Continued on page 43) 
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Answers to 
credit =A 


questions 


Conducted by Walter C. Foster 


The National Association of 
Credit Men supplies answers to 
credit questions and some of the 
answers, of general interest are 
printed regularly in Credit and Fi- 
nancial Management. Advice cannot 
be given, however, regarding legal 
rights and liabilities. Such advice 
should be obtained from an attorney 
to whom all the facts should be 
stated. When such inquiries are re- 
ceived, information is furnished only 
as to the general principle of law 
involved. 


Drafts 


Q. Can you quote any authority on drafts 
and how to figure due dates in Massachusetts? 
If a sight draft is presented on Saturday is the 
draft due and payable the following Tuesday or 
Wednesday? Also, kindly advise us on demand 
drafts, particularly if they are presented on 
Saturday. If presented on Saturday, are they 
payable Saturday or Monday? 

A. Section 108 of Chapter 107 of the Gen- 
eral Laws of Massachusetts is quoted in reply: 
“Every negotiable instrument is payable at the 
time fixed therein without grace, except that 
three days of grace shall be allowed upon a draft 
or bill of exchange made payable within the 
commonwealth at sight, unless there is an ex- 
press stipulation to the contrary. When the day 
of maturity falls upon Saturday, Sunday or a 
holiday, the instrument is payable on the next 
succeeding business day which is not a Saturday. 
Instruments payable on demand may, at the 
option of the holder, be presented for payment 
before twelve o’clock noon on Saturday when 
the entire day is not a holiday; provided, that 
no person receiving any check, draft, bill of 
exchange or promissory note payable on demand 
shall be charged with any neglect or omission of 
duty, or incur any liability, for not presenting 
it for payment or collection on a Saturday; pro- 
vided, also, that it shall be duly presented for 
payment or collection on the next succeeding 
business day.” 


Foreign corporations 


Q. Suppose a corporation without a license 
to do business in the State of Oklahoma finds 
itself in the position of having to take over a 
stock of merchandise in order to protect an 
account due it. Then, in order to dispose of the 
stock of merchandise to advantage, it would find 
it necessary to sell the stock on credit to an 
Oklahoma corporation. Having done this, might 
there be a possibility, if the Oklahoma corpora- 
tion should resist payment and suit should be 
brought, that the Oklahoma corporation could 
successfully put up the defense that the selling 
corporation was not within its legal rights in 
buying the stock of merchandise or entering 
into the contract for its resale? 

A. To bring the activities of a foreign cor- 
poration within the jurisdiction of states other 
than that of its incorporation so that it is re- 
quired to have a license, the corporation must 
be shown to be engaged in a more or less con- 
tinuous line of business in the foreign jurisdic- 
tion. Isolated transactions, such as that which 
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would be involved under the circumstances de- 
scribed in the question, would not constitute 
“doing business” within a foreign state. (See 
Credit Manual of Commercial Laws for 1932, 
page 178.) 


Attachment of wages— 
New York 


Q. Kindly advise whether there is a law in 
New York State which enables a person to gar- 
nishee the wages of an individual to satisfy an 
overdue obligation. If so, the exemption allowed 
an employee, and how much of his earnings 
above the exemption can be garnisheed weekly 
to satisfy such a debt? 

A. The New York statute provides for gar- 
nishment of wages after judgment and follow- 
ing a special proceeding to make the wage re- 
sponsible for the debt. The proceeding, how- 
ever, is very simple and is commonly in force 
here. Ten per cent of the salary of the em- 
ployee only is subject to said garnishment. 


Receivers 


Q. Under what circumstances, if any, would 
you unbhesitatingly extend credit to a receiver, 
and why? 

A. Whether or not credit should be extended 
to a receiver depends entirely upon the value of 
the assets in the receiver’s possession, the amount 
of liabilities which the receiver incurs in op- 
erating the business and whether or not the re- 
ceiver has authority to incur indebtedness. Re- 
ceivers are not personally liable on their com- 
mitments where they have authority to incur 
the same. 


The law as stated by the United States Su- 


-preme Court is as follows: Actions against the 


receiver are in law, actions against the receiver- 
ship, or the funds in the hands of the receiver, 
and his contracts, misfeasance, negligences, and 
liabilities are official and not personal, and judg- 
ments against him as receiver are payable only 
from the funds in his hands. McNulta & Loch- 
ridge, 141 U. S. 327. As stated on page 141 of 
the 1932 Credit Manual of Commercial Laws, 
“Any person contracting with a receiver should 
satisfy himself that the funds in the receiver’s 
possession are sufficient to satisfy the liabilities 
which the receiver in his official capacity is as- 
suming, and in every case the terms of the re- 
ceiver’s grant of authority should be inspected 
to determine the limitations upon his official 
responsibility.” 


Trade acceptances 


Q. The point has arisen as to whether or 
not a purchaser who gives a trade acceptance 
can curtail it and give a renewal, and whether 
acceptance of this renewal. would make the 
trade acceptance binding on the purchaser. 

-A. If by “curtailment” is meant partial pay- 
ment, we know of no principle of law. which 
would invalidate a renewal trade acceptance 
given for say 50 per cent. of the amount of 
the original trade acceptance, where a payment 
on account had been made. The effect of such 
a transaction is to substitute a new instrument 
for the old. An action would not thereafter lie 
on the original trade acceptance but the re- 
newal trade acceptance would be subject to en- 
forcement by suit. 


Addresses wanted 


ALLISON, H. 
Illinois. 

ARTHUR (JACOB) or DURKIN (MAURICE) formerly 
doing business as Arthur Drug Co. 16 Amsterdam 
Ave., N. Y. City. 

BENEDICT, RUSSELL E. D. D. S. 856 E. 82nd Sr., 
Chicago, Ill. 

BROWN, LAWRENCE, 9423 John R. Street, Detroit, 
Michigan. 

BURGEN, M., 
Brooklyn, N. Y. 

CROMER, J. F., 
LaGrange, N. C. 

DeELILLO, R., concrete contractor, formerly located at 
3600 East 153rd Street, Cleveland, Ohio. Now re- 
ported to be in New York. 

DUHIG, JOHN PAUL, D. D. S. 4753 B’way. Chicago, 
Tilinois. 

ERWIN, J. R. Mercantile Co. 224 W. 12th St. Kan- 

sas City, Mo. 


2064 N. Western Avenue, Chicago, 


formerly of 2421 Hubbard Se. 


formerly LaGrange Printing Co., 








FLASH DRUG, INC. 536 Grand River Avenue, Detroit, 


Mich. 

FLEISIG, CHARLES formerly of Stuttgart, Ark. 

FRANCES, J., formerly of 751 North Michigan Avenue, 
Chi » Til. 

FREDERICKSON, H. E. (Chocolate Mfg.), 7500 Foot- 
hill Blvd., Oakland, California. ; 
GOLD, PHIL, formerly in retail men’s clothing business, 

at 517 Seventh Avenue, New York City. 

HENNES, M. E., formerly operated the High School 
Pharmacy, 230 W. Main St., Alhambra, California. 

KRAUSE, E. H., formerly of New Braunfels, Texas. 

LE DAN STUDIOS, INC., 139 West 22nd Street, 
New York City. 

MANDEL, H., 
in 2. 

MELCHER, D. F. operated the Conway Drug Company, 
Conway, New Hampshire. 

MUNSON, JAMES T., 9213 Roosevelt Avenue, Jackson 
Heights, Long Island, N. Y. 

NEWMAN, LEON, M.D., 55 E. Washington St., Chi- 
cago, Illinois. 

PARRA, F. P., formerly operated the Parra Drug Com- 
pany at Belzoni, Miss., later reported to be in 
Tallulah, La. 

ROSEN, A., d. b. a. R. K. O. Surgical Supply Co., 346 
East 116th St., New York City. 

ROSENBERRY BROTHERS, formerly engaged in the 
undertaking business at 335 Second St., Elyria, Ohio. 

ROSS’S STYLE SHOF, 214 S. 15th St., Omaha, 
Nebraska. 

RUTHLEDGE, L. P. formerly operated Manuel Arts 
Drug Co. 4201 South Vermont Avenue, Los Angeles, 
Calif. 

SCHWARTZ, IRVING 
York City. 

SCHW|ARTZMAN, M., formerly doing business as the 
Nutty Nut Shop, 1072 N. Western Avenue, Los An- 
geles, Calif. At one time operated the Brooklyn Nut 
Shop, 1159 Flatbush Ave., corner Vandeveer Place, 
Brooklyn, N. Y. May now be operating in Portland, 
Oregon. 

SCOTT, HARRY, formerly at Cape Elizabeth, Maine. 
Left there presumably for Gerard, Penna. 

SERLING DRUG CO. 1901 W. Forrest Ave., Detroit, 
Michigan. 

SMITH, FRED W. D., D. S., 413 Superior Street, 
Toledo, Ohio. 

SMITH, WARREN J., formerly empleyed by Burton 
Bros. Co., New York City. 

WALTERS, C. T., formerly residea in Birmingham, 
Ala. Now either somewhere in Kentucky or Florida. 


Collections, 
sales survey 


113-10 Boulevard, Rockaway Park, 


1014 South Boulevard, New 


(Cont. from p.27) in Springfield have been 
good, but sales are slow. There is evi- 
dence that manufacturers are endeavor- 
ing to stock up jobbing houses with a 
view to evading the proposed sales tax. 
Although sales in Worcester were good 
in January and February, they have 
declined considerably since. The ratio 
of past due accounts collected to sales 
is fair. 

NEW YORK: There is no appre- 
ciable change in Albany, although prices 
in some lines have advanced and a gen- 
eral improvement is expected. Collec- 
tions and sales in Binghamton are fair. 
New York reports collections fair and 
sales slow. Some sections report that 
customers are unable to borrow from 
banks to pay their bills and very little 
money is available for building loans. 
Buyers are only buying from hand to 
mouth. There is no sign of seasonal 
pick-up, which is due now. 

TENNESSEE: At a business meeting 
recently held in Chattanooga, 14 firms 
answered a questionnaire as follows: 
March sales as compared with February 
—Conditions same—3; better—4; much 
better 1; worse 6. First quarter sales 
1932 as compared with same period 
1932: Better—3; worse—11. Collec- 
tions first quarter 1932 as compared 
with same period 1931: Better—5; 
worse—9. 
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Banking 
y boomerang 


(Cont. from page 15) we will find it 
necessary to send an examiner to. your 
bank within a few days. 

If the matter is not taken care of 
promptly, we are very much afraid we 
will have to take drastic action. 

Yours very truly, 
JoHN BAINTON, 
Acting Bank Commissioner 


November 15, 1931 
Mr. James Harborg 
Merlon 
Dear Father: 

Marie and I were talking over busi- 
ness conditions last night. I know like 
all of us you must be hard pressed. I 
certainly have had my troubles. How- 
ever, I do not want to burden you with 
these, but when I was telling Marie 
last night what a bad situation I was 
facing, she said, “John, dear, why don’t 
you write to Dad? I know he will help 
you out.” I told her that I did not 
want to do that because you had been 
so kind to us ever since we were mar- 
ried, and that you .were getting along 
in years, and that we had always pad- 
dled our own canoe and there was no 
reason why we could not get along 
some way. I told her you thought 
enough of us to help us out but that I 
did not think it was fair that we ask 
you to do so. 

Marie says to be sure and tell Mother 


about coming down during the holi- | 
. days. It’won’t be a very big Christmas, 


but if you folks. come, it will make 
everything seem much more cheerful. 
Little Bobby and Marie are asking for 
Grandma and Graridpa all the time and 
I know they are just waiting for you 
to come.” I know ‘you and Mother will 
enjoy the Christmas tree as much as 
the kiddies. ee 

To get back to’ business, I owe the 
Union Commercial’ Bank of Merlon 
$10,000 and I have $20,000 par : value 
of the Bay State Steel Corporation bonds 
deposited as collateral. ‘These bonds are 
good and have been paying coupons 
right along, but the bank evidently is 
getting scared and they insist that I 
pay up or they will sell me out. 

Marie and I haven’t been able to save 
a great deal, but a great part of our 
life’s work so far is tied up in these 


There is no substitute for your 
national convention . . . Press on to 
Detroitl—June 20 to 24. 


bonds and we would hate to see it go. 
I can raise $5,000 by borrowing on my 
life insurance policies, and if you could 
help me out on the balance I would 
surely appreciate it, but don’t feel 
obliged to help me. Unless you are cer- 
tain you can do so without inconveni- 
ence, don’t try it. 

With love to you and Mother from 
all of us, I am 

Your son-in-law, 
jm. 

P. S.—Little Bobbie and Marie send 
their kisses and ask that you tell Santa 
Claus they have been good children. 


_ Poor little ones. . Anyway they don’t 


know what a depression means. 


Merlon 
November 17, 1931 
Mr. James Hart 
Hanover, 
Dear Son: 

When I got your letter it sort of told 
me what I already suspicioned, that the 
bank certainly must be hard up. I was 
in there day before yesterday and drew 
a little money, and it sure looked kind 
of gloomy. I went over to speak to 
Jim Blakesly, cashier there, and he was 
not in any kind of a good mood. Jim 
looked like our old hound after he’d 
been outsmarted by a rabbit. I had 
some money in the bank, so I went in 
and drew it out, and I paid your note 
and the interest and took out the bonds. 

You can send me the $5,000 you 
get from the insurance company and I 
will put it in a place that’s a darned 
side safer than any bank. In sending 
me your note I’d just as soon have a 
mortgage on your little farm as these 
blamed bonds. Folks are saying land 
ain’t no good, but your Ma and I know 
better. Gosh, I wish I were just start- 
ing with all this good land to be had 
and no one to work it. There is money 
in that land if ‘a man is of a mind to 
dig for it.. I wouldn’t ask you for the 
note only I don’t want the other kids 
to think I’m playing favorites. 

Your cousin Tillie, has a large amount 
of money in the savings account of 
this bank, and your Mother went over 
and told her that the bank must be 
getting pretty hard up. So Tillie is 
going over in the morning and draw 
out her money. Her husband is treas- 
urer of the church and the church 
money is in the bank. Of course you 
can’t allow any of the church money 
to be lost, so I suggested to him to get 
a strong box for the church money. 
Your cousin has a lot of neighbors who 
have money in the bank too. As you 
know all the people up her way are 


pretty wealthy. Cousin Tillie ain’t the 
brightest for she wanted to tell them 
all about it right away. However, I 
told her first to get hers out, and then 
she could tell a few of her good friends 
to get theirs. I guess in a few days 
they will all be wanting to get their 
money out. It, serves old Blakesly 
right. 

We will be coming down for Christ- 
mas and Mother is baking some of the 
old-fashioned Christmas cookies for 
you. She said Marie always liked them 
too, and she thinks the kids will enjoy 
them. Now, don’t get us a lot for 
Christmas. You know all I enjoy is 
maybe an old-fashioned corncob pipe, 
and I think Mother would like an old- 
fashioned “‘fasteneter.” She gets mighty 
chilly up in these parts. Well, good- 
bye son; I will be seeing you soon. 

Tell Marie not to worry. I will put 
a couple of warm bricks in the buggy 
and her Ma won’t know but what she is 
sitting right at home at the. kitchen 
range. Don’t drive your car up after 
us, as it is too blamed expensive. 

So long now. I will send the bonds 
when I get your note and the farm 
mortgage. Grandma says the kids 
ought to be taking a little castor oil 
just before Christmas, cause they will 
stuff themselves so. 

Yours 
Dap. 
(Continued on page 44) 


The seventh 
y man 


(Cont. from page 40) standing and its effi-- 
ciency of operation, are less than the 
charges authorized by the laws of most 
states. 

The personal finance company is a 
rising credit institution of thé utmost 
importance to this country, arid as such 
it merits the most careful and sympa- 
thetic study of every credit man. It is 
the financial institution for the great 
mass of American families. It is grow- 
ing increasingly important in its ser- 
vice to retail business, and it should’ 
help materially to shorten the road back 
to business revival. 


The Modern 
KOLLEX-ITS GitirSicen 
Colle Accounts WEHOPE YouLL/~ —) 
Without Offending SEND A CHECK 


TOOAY/ 






CIRCULARS SENT 
ON REQUEST 


W.H.Bathgate 


942 MARKET ST. 
SAN FRANCISCO 


When writing to W. H. Bathgate, please mention Credit 8 Financial Management 43 
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(Cont. from page 43) 


On November 26 the following story 
appeared in the Union Banner, the 
leading newspaper of Merlon. “Novem- 
ber 26.—The Union Commercial Bank 
closed its doors early last week. For 
two weeks there was a constant and 
steady run upon this bank. The Bank 
Examiner through assignment took 
over the institution. The Union Com- 
mercial Bank has served this commun- 
ity for thirty years. It is one of the 
oldest banking institutions in the 
county. Business up and down Main 
Street is paralyzed, since this is the only 
banking institution in our town. Mer- 
chants are on a cash and carry basis. 
Farmers are resorting to barter, trad- 
ing potatoes and corn to the merchant 
for groceries. The efforts to reorganize 
the bank have been fruitless. Mer- 
lon’s only industry, the Merlon Metal 
Corporation, had a large deposit in 
the bank. It announced this morn- 
ing that it would be unable to con- 
tinue its operation until further fi- 
nancial arrangements have been made. 
The situation is very serious and it is 
very much feared that the company 
will not be able to commence work 
again. Three hundred and twenty men 
were suddenly thrown out of work. 
This happening at the start of winter 
and four weeks before Christmas makes 
it a real catastrophe.” — 


Merlon, 

November 27, 1931 
James Hart 
Hanover, 
Dear Son: 

Well, I guess you heard the sad news. 
They have closed up the Union Com- 
mercial Bank, and things are sure in an 
awful mess. I was going down the 
street today and I ran into Jim Blakesly. 
I want to tell you, Jim looks awfully 
sick and tired. He was in church on 
Sunday, first time he had been there 
for a long while; and it seems that he 
was a’praying mighty real like. Ma 
says his wife is sick abed. Jim had a 





boy in school. I guess the boy will 
have to come back now. You know 
WANTED! 


SIDE-LINE SALESMEN—Nationally- 
known, high grade side-line. X-RAY 


line of Bookkeeping Equipment for 
bookkeeping machines or pen posting. 
LeFebure Corporation, Cedar Rapids, 
Iowa. 





Jim isn’t such a bad fellow after all, 
and it’s just too bad that he had to go 
broke. Jim said that one of the rea- 
sons the thing happened was that a lot 
of people had to go and borrow money 
on life insurance, and this made the in- 
surance companies sell their bonds, and 
that made the bond market low. The 
banks, it seems, had a lot of bonds and 
Jim says you just couldn’t get nothin’ 
out of them. I guess things has gotten 
to be in a pretty fix. 


You know when I let you have that 
money I thought your Ma and I would 
be pretty well taken care of this year, 
but John Schuyler, who is living on our 
farms, come over this morning and said 
he couldn’t pay us the rent this year 
because all his money was tied up in the 
bank, so I guess it kind of looks like a 
hard winter for us. I got a little money 
left in the house, but if you can, Son, 
I wish you would arrange somehow to 
send me a little on the loan I made. 
With winter coming on, and Ma not 
as strong as she used to be, we got to 
be careful. I guess these bank failures 
ain’t a very good thing. I kind of 
wish we had a bank here now, because 
I would certainly be able to go in and 
borrow a little without bothering you. 
But so long as Ma stays well and you 
and Marie and the rest of the folks are 
well, I guess maybe we got a lot to be 
thankful for. Church meetings are 
crowded, anyways, and that is some- 
thing you couldn’t see a while back. 


I heard the other day that old Colonel 
Brown, who has always been, you know, 
a hard skinflint and mighty ornery and 
mean to his wife, has lost all his money. 
His wife used to wait on him hand and 
foot, and the old Colonel never did 
anything but get drunk on her, but 
people that was up there the other night 
said that something must have hap- 
pened to the Colonel since he’s broke, 
because he was just about looking after 
his wife like a mother looks after her 
first baby, and the Colonel’s wife told Ma 
that she never knew the Colonel to be 
so fine to her; she said she felt that if 
she did her part all these years that 
some time he would kind of come 
around and do his part, and I guess she 
was right. Losing his money may have 
knocked the meanness out of him. I 
never saw the Colonel looking better. 
He was just as happy as he could be, 
even though he ain’t got a roof to put 
over his head, and the Colonel’s wife 
said she did not care if they had to 
sleep in a tent,:so long as things were 
goin’ along so well now, so I guess may- 
be things are not so bad after all. 


Well, goodbye Son, and I hope you 
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can help me out. Before I g> to bed I 
am going to read more of that piece in 
the Bible that talks about the Golden 
Calf. Maybe most of us had better 
read a little of that. 

At Burns store the other night folks 
was a-talking printing press money, but 
as I was a-saying to them, you can’t 
make something from nothing. That’s 
what’s the trouble—too many tried it. 
Hello to the kiddies and Ma is sending 
down some cookies. 


Your Dap. 
Creditor control 
of bankruptcy 

bw 
(Cont. from page 25) ply the racket again 
when conditions are propitious. 

Meantime, all the receipts from the 
operation of the Bankrupt’s business, 
less the administration expenses, revert 
to the Bankrupt and usually amount to 
a considerable proportion of the sum 
necessary to pay the settlement. The 
disbursement to creditors is usually made 
by the Clerk of the Court and an ex- 
amination of his records sometimes re- 
veals the fact that payment of certain 
claims has been waived, thus reducing 
the amount necessary to put up with the 
clerk considerably. The claims on which 
payment is waived are usually those of 
relatives, rent, wages, and sometimes 
that of a large creditor. 


The plan is sometimes varied a little, 
in that instead of a composition settle- 
ment the Receiver gets a quick order of 
sale and disposes of the assets at auc- 
tion, which the bankrupt has someone 
buy for his account, using the funds 
available, to purchase instead of mak- 
ing a settlement. 

The foregoing is a fairly accurate ac- 
count of any one of a half dozen cases 
which have recently been handled. The 
set-up in each case varies somewhat but 
the general plan is the same—an attor- 
ney ostensibly representing creditors but 
in reality retained by the debtor’s attor- 
ney to secure the acceptance of a suf- 
ficient number of creditors to pass a 
cheap composition; and a receiver who 
owes his appointment and the opportun- 
ity to earn a fee solely to the attorney 
requesting his appointment. The whole 
racket is predicated on the gullibility 
of creditors and their apathy toward 
proper representation. The decisions as 
relating to the rights of creditors to 
control an estate have always been clear 
and conclusive, but no law can be 
drawn which will overcome the result 
of laches on the part of a creditor. Just 
as the N. A. C. M. Fraud Prevention 
Department has reduced materially the 
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The Brilliance 
of 
Being Thorough 





@ A paste stone displayed 
on mirrors and 


cleverly 
lighted has more glitter than 
a real diamond. But it looks 
rather sick in the sunlight. 
Diamonds go in for thor- 
oughness. It takes a little 
time to make a flawless dia- 


mond—but it’s worth it. 





@ Our Sales Promotion and 
Advertising plans are sun- 
fast. They stand the most 
acid test of all—Economical 
Results. They are pre-tested 
to minimize your risk. They 
are founded on solid facts. 
Their brilliance lies in that 
creative touch which dra- 
matically emphasizes pro- 
saic facts to arouse consumer 
response. 


@ Oil Burners, Dry Cleaning 
Service, Technical Publica- 
tions, Food Products, Cos- 
metics, Office Appliances— 
these are a few of the lines 
of business we successfully 
serve. 


@ And we especially wel- 


‘come the client who must 


carefully count his advertis- 
ing dollars (even his pennies). 


@ For consultation without 
obligation, address 


H. P. Preston 


and associates 
Sales and Advertising Counsel 


915 Broadway 
New York, N. Y. 


number of fraudulent failures, creditors 
can by eternal vigilance and the obser- 
vance of a few simple rules eradicate the 
chicanery practiced in connection with 
sO many compositions, as also the liqui- 
dations administered under similar set- 
ups. 
"'Latin-America's 
Y Balance Sheet" 


The first attempt to present a com- 
prehensive statement of the visible and 
invisible debits and credits of the Latin 
American countries was issued recently 
by the Committee on Inter-American 
Relations. The study is issued in brief 
form for popular use under the heading 
“Latin America’s Balance Sheet.” 

““Had we been in possession of ade- 
quate data of this character American 
investors would have been spared large 
losses,” the Committee states, “‘since it 
would have been possible to form a more 
exact idea of what Latin American 
countries could support in the way of 
bond issues. Except for Mexico and 
Argentina, however, no corresponding 
study has been available of the balance 
of payments of Latin American repub- 
lics, and even in these two cases the in- 
formation is not up to date and lacks 
statistical force.” 

The report ascribes the present eco- 
nomic distress of Latin America to 
rapid and extreme fall in the prices of 
commodities. This great change in the 
price level produced a complete trans- 
formation of the export and import sit- 
uation, it led to exchange depreciation, 
drying up of the flow of foreign invest- 
ment, slowing down of economic activ- 
ity in general, flight of capital, unem- 
ployment and all the other character- 
istics of the present depression, with the 
inevitable development also of politcal 
disorder. 

Driven by economic and _ financial 
necessity, Latin American countries 
have drastically reduced imports, placed 
exchange under rigorous control and 
adopted other measures that have oper- 
ated to create a favorable merchandise 
balance of trade, estimated by the Com- 
mittee at some $400,000,000 in 1931. 
Except only for service on foreign loans, 
requiring some $250,000,000 annually, 
the Latin American balance-sheet is now 
in equilibrium. 

a 

A customer went into a store and 
picked up an article, walked off with it, 
telling the clerk to charge it. 

“On what account?” called the clerk. 

“On account of my not having any 
money with me.” 

—Guaranty News 





CREDIT 


TRAINING 
by the 


home study 
method 


The next few years will see a whole new 
group of executives controlling business. 
Your chance to be one of them was never 
better—the requirements were never more 
clearly outlined. 


Yesterday’s viewpoint means oblivion for 
thousands of executives—today you must 
have an up-to-the-minute mastery of cer- 
tain underlying credit and business princi- 
ples, and you must know how to apply 
them to the problems of tomorrow. 


To help business men meet today’s ever- 
increasing demands for a broader grasp of 
basic credit and business fundamentals, 
the National Institute of Credit has pre- 
pared a home-study training course cover- 
ing Credits and Collections. 


This course, designed to give you the 
greatest amount of credit training in the 
shortest possible time, is ideally suited to 
the limited spare hours of the busy busi- 
ness man. Consisting of lesson leaflets 
based on a recognized authoritative text, 
printed lectures by credit authorities, and 
typical credit problems selected from actual 
situations—the course assignments can be 
scheduled to suit your own convenience. 


If you are engaged or in- 
terested in credit work, 
you do not need to be re- 
minded of the significant 
part it plays in the com- 
mercial and business struc- 
ture. Now is the time to 
use this practical means to 
prepare yourself for greater 
responsibilities just abead. 


THE NATIONAL INSTITUTE 
OF CREDIT 
One Park Avenue, New York 


Please send me full information about 
your course in Credits and Collections. 
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Court decisions 


TURN OVER PROCEEDING EVIDENCE. 
(N. Y.) The trustee secured an order directing 
the respondent in a summary proceeding to pay 
over $3500. Of this, $2400. was contributed 
by one Klinghofer, who deposited it as part of 
the money to put through a composition. Kling- 
hofer disclaimed any ownership in the fund. 
Held that this did not prove that it was the 
bankrupt’s money, and there is no evidence’ that 
it was. Indeed, if it was it had been fraudu- 
lently withheld from the trustee, which we can- 
mot assume. The trustee was therefore not en- 
titled to it, even though Klinghofer was..not. 
So far the order was certainly wrong. The 
balance of the sum awarded was money retained 
by the respondent out of funds which he re- 
ceived ‘as a trustee for creditors, under a trans- 
fer which was the equivalent in. substance of 
an assignment for the benefit of creditors. He 
kept it under the claim that it was due him 
for expenses and to pay for his services as as- 
signee. This was an adverse claim which could 
not be litigated in summary proceedings’ with- 
out the respondent’s consent. Order . reversed; 
petition dismissed. 
G: GA. aed) Gis. N.Y.) 
7, 1932. 


Decided March 


INSOLVENT CONTRACTOR. BANKS 
RIGHT OF SETT-OFF against BANKRUPT’S 
DEPOSITS. RIGHTS CONTRACTOR’S 
SURETY. TO CHECK.ON PUBLIC CON- 
TRACT (TEXAS). “Kane is thé’ trustee -in 
bankruptcy of Ware-Ramey ‘Company. First 
National Bank, of El Paso, Texas, was the bank- 
rupt’s banker. The bankrupt was’a building 
contractor having among other contracts one 
with Alpine Independent ‘School © District to 
build a school building, for the performance of 
which Maryland Casualty Company was surety. 
On May 15, 1929, the bankrupt endorsed and 
deposited with the Bank a check for $10,000. 
drawn to its order by Alpine Independent 
School District, it being, as the Bank knew, a 
partial payment on the contract. On May 18, 
1929, the bankrupt endorsed and deposited with 


46 
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the Bank a check for $18,436.80 drawn to its 
order by Argonaut Realty Company. Each check 
Was on an out-of-town bank, and was received 
under a special agreement for collection but en- 
tered as a credit on bankrupt’s account; and 
was endorsed by the Bank and sent to a cor- 
respondent. On May 21, 1929, the day pre- 
ceding actual collection of the checks, the bank- 
rupt advised the Bank of its inability to con- 
tinue in business, whereupon the Bank credited 
the entire balance of the bankrupt’s check ac- 
count, which was $24,291.10 upon notes which 
the Bank held against the bankrupt due May 
31st and June 2nd, 1929, aggregating $50,- 
000.00. Kane as trustee sued at law to re- 
cover the $24,291.10 as a voidable preference. 
Maryland Casualty Company intervened as per- 
mitted by Texas practice, and sought a judg- 
ment against the Bank for the $10,000. aris- 
ing from the Alpine check. The court gave 
judgment for the bank. Held that the court 
is not advised of any statute which requires 
that payments duly made to a contractor for 
public work be handled by him in any special 
way, or be given any particular application. In 
the absence of statute or stipulation otherwise, 
the general responsibility of the contractor is 
credited in contracting with him, and his gen- 
eral resources are drawn on by him in execut- 
ing the contract. Money or checks paid to him 
as the work progresses are the property of the 
contractor unincumbered by any trust, just as 
are payments to others for goods manufactured 
or services performed. The contractor’s banker 
may receive such checks and is not bound to 
see to their application, nor to ascertain the 
state of the contractor’s account with each con- 
tract; nor, if he knows it, need he govern him- 
self in anywise with reference thereto. No 
wrong is. done to the contractor’s surety in 
recognizing the contractor’s full title to such 
checks by taking them on deposit with all the 
consequences ordinarily attaching to such de- 
posit. The Maryland Casualty Company has 
no right to ad judgment against the bank. As 
to the trustee’s contention that the Bank in 
applying to the old notes $24,291.10 which 
arose from collecting the checks obtained a 
preference, and that having at that time rea- 
sonable cause to believe such preference would 
result, the transfer is voidable under 11 U. S. 
C. A. Sec. 96, the court holds that the banker’s 
lien extends not alone to the application of 
moneys and cash balances; but to the retention 
and collection of commercial paper and securi- 
ties which have come into the banker’s hands 
in the ordinary course of business and with no 
agreement to' the contrary. It arises as a mat- 
ter of course unless rebutted. The lien of 
course survives the customer’s insolvency. Such 
a lien the appellee Bank had on the checks in 
its hands for collection, for there is nothing in 
the deposit agreement which negatives it. The 
sending of the checks to correspondents for 
whose diligence and fidelity the Bank was agreed 
not to be responsible did not waive the lien. 
A banker has ordinarily no right to apply the 
deposit account to a note not yet due because it 
is contrary to his obligation to honor checks, 
but in case of supervening insolvency by the 
weight of authority that right arises. The 
trustee cannot object to the set-off expressly 
authorized by the Bankruptcy Act. Judgment 
affirmed. Kane v. First National Bank of El 
Paso, et al. U.S. C. C. A. Sth Cir. (Texas.) 
Decided March 3, 1932. 


COMMERCE. UNFAIR COMPETITION. 
SAME CORPORATE NAMES ALLEGED 
ABANDONMENT. The suit is for unfair 
competition. In March, 1930, the plaintiff was 
organized as a New York corporation to engage 
in the advertising business. The plan was to 
assemble a large number of retail merchants 
who should be known as “Gold Seal Associate 
Merchants” and who were to receive plaques 
bearing that title for display in their stores. 
The plaintiff was to arrange programs for radio 
broadcasting in which the reliability of mer- 
chants with that sign was to be brought to the 











attention of the public. The plaintiff’s profi: 
was to come from the fees to be paid by the 
merchants. The business was operated by Mc- 
Clure, Brooks and Weiss, McClure advancing 
the capital. Two radio broadcasts were given 
in June, 1930, and then funds gave out. In 
December, 1930 the plaintiff had to relinquish 
its office. Meanwhile: those interested turned 
their attention toward raising new meney to 
continue the enterprise. In January, 1931, 
McClure met Leighton and three others and 
tried to interest them in the matter. Nego- 
tiations with this group continued until March 
and then broke down. The idea evidently ap- 
pealed to the Leighton group, however, for a 
month later it organized the defendant cor- 
poration, in name identical to that of the plain- 
tiff. The defendant is a Delaware corperation, 
formed to engage in the same kind of business 
that the plaintiff had been conducting. Radio 
broadcasting programs were begun in December, 
1931. The plaintiff ther brought this suit in 
which it asks for an injunction and damages. 
While it appears that the plaintiff now owes 
over $20,000 to creditors and has no money or 
tangible assets, the efforts made by McClure 
and Brooks to refinance continued down to the 
fall of 1931. Held that upon the foregoing 
facts the plaintiff is manifestly entitled to re- 
lief unless there is merit in the contention that 
it had abandoned its business and good will by 
the time the defendant entered the field. The 
men behind the defendant company, after nego- 
tiating with those interested in the plaintiff, 
took a corporate name identical to that of the 
plaintiff and caused their company to engage 
in the same line of business. The plaques sent 
out to merchants are nearly the same; Con- 
fusion was bound to result. The only defense 
interposed is that of abandonment by the plain- 
tiff. To constitute an abandonment ofa trade 
mark or trade-name, there must not be only 
nonuser but also an intent to abandon. Lapse 
of time without user may be evidence from 
which an intent to abandon may be inferred, 
the strength of such inference being dependent 
upon the period of. discontinuance, the cause 
of it and other factors. But the fact remains 
that an intent to relinquish must be shown. 
Here no intent on the plaintiff’s part to abandon 
its business forever was made to appear. Honest 
efforts were being made all along to revive the 
plaintiff and to resume the business. © Taxes 
were being paid and attempts at reorganization 
were kept up.. It cannot be said that the com- 
pany had thrown away its name and whatever 
good will still clung to‘it. Plaintiff is entitled 
to an injunction restraining the defendant from 
using its present corporate title and its plaques. 
iGol@ Seal Associates,’ Inc. v. Gold Seal Asso- 
ciates, Inc. U. S. Dist.“Ct. Southern Dist. of 
N. Y. Decided February 23, 1932. 


Washington notes 


Wholesale trade 
in Ohio 


The final report on wholesale trade in Ohio, 
just issued by the Census Bureau, shows there 
are 8,077 wholesale establishments in that state 
and that their net sales in 1929 totaled $3,094.- 
100,457. The food-trade leads with 1,878 es- 
tablishments and net sales of $798,505,656, fol- 
lowed by 1,073 establishments dealing primarily 
in farm products, such as grain, livestock, to- 
bacco, ‘hides, skins and furs, etc., with net sales 
of $270,682,708, according to “Domestic Com- 
merce.” 

There were seven wholesale centers in Ohio 
with sales in excess of $100,000,000 each. Cleve- 
land led with nearly 2,000 establishments and 
sales in excess of a billion dollars followed by 
Cincinnati, Columbus, Toledo, Dayton, Akron, 
and Youngstown in the order named. 

Further details regarding wholesale business 
in Ohio are contained in the Wholesale Trade 
report for the State of Ohio, obtainable from 
the Superintendent of Documents, Washington, 
D. C., at the price of 20 cents each. 
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Buffalo accounts 
receivable decrease 


The ratio of overdue to outstanding 
accounts for 30 comparable wholesale 
concerns in Buffalo and vicinity de- 
creased 6% during March, and stood 
at. 20.9% on April 1. Overdue ac- 
counts decreased 14% and outstanding 
accounts fell 9%, says the University 
of Buffalo’s Bureau of Business Research. 

A comparison of the April 1, 1932 
ratio with that of April 1, 1931, shows 
a 4% decrease. (This ratio is for 20 
comparable concerns). At the same 
time the year’s loss in value of accounts 
outstanding for these concerns, was 
30%. 

Conditions in the food group were 
quite favorable. The outstanding ac- 
‘counts of 8 identical concerns increased 
5 % in March and the overdue accounts 
fell 4%. Asa result the ratio of over- 
due to outstanding accounts fell to 
28.2% on April 1, 1932. 

Below are given (1) a comparison of 
April 1, 1932 with March 1, 1932 for 
30 comparable concerns and 8 food con- 
cerns and (2) the monthly increases 
or decreases in outstanding accounts 
for comparable concerns in adjoining 
months. 


(1) Ratio of Overdue to 
Outstanding Accounts— 
30 Identical Concerns March April 
Outstanding Accounts. $6,037,751 $5,517,723 
Overdue Accounts 1,345,422 1,154,507 
Ratio of Overdue to 
Outstanding 22.3% 20.9% 
8 Food Concerns 
Outstanding Accounts $ 683,549 $ 718,918 


Overdue Accounts 211,214 203,018 


Ratio of Overdue to 
Outstanding © 30:9% 28.2% 


(2) Volume of Ourt- 


standing Accounts Increase Decrease 


June 1 compared with May 1 0.7% 

July 1 ° “  Jurie 1 13.4% 
Aug. 1 " “.. July -1 . 3.6% 
Sept. 1 . “Aug. 1 0.3% 

Oct. 1 ” "Sept. 1° 0.3% 

Nov. 1 = “Oct. 1 No Change 
Dec. 1 = “Nov. 1 8.7% 
Jan. 1 _ = Dec. 1 3.9% 
Feb. 1 . “ Jan. 1 2.8% 

Mar. 1 = * ho. 3 1.1% 
Apr. 1 = - Maear.: 1 8.6% 

a 


Lissen, no’count, how cum yo’ give 
me dat Travelers Check? 

Why, man, Ah ain’t give yo’ no 
Travelers Check! 

Boy, everytime Ah put dat ten dolla 
check yo” give in de bank, it done travel 
tight back’ again. 

"  —=Essex County Banker. 


PREVENTION 








































4 out 
O 





GET IT! 


Thirteen out of fourteen defendants 
brought to trial on evidence gathered by 
Department investigators have been con- 
victed. Organized crime has declared no 
moratorium. Fraud waste in 1931 in this 


country ‘totaled $3.8 6 0,000,0 00! 


DP S332 : 
“That vast sum is now more than ever 
before, essential’ to legitimate industry. 
Aggressive honesty is the only remedy. 
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of the National Association of 
Credit Men, 1 Park Avenue, N. Y. 


Ma 


. ith against ‘against. 


Force exerted against your agent reduces the effectiveness 
of his effort on your behalf. Force exerted with your agent 
increases his effectiveness for you. 

The agent who solicits payment with nothing to offer in 
return can arouse only resentment: a force exerted against 
him ... The debtor balks. 

The Collection and Adjustment Bureaus of the National 
Association of Credit Men render essential services to your 
debtors as well as to you. They do not approach your debtors 
empty handed. They offer something in return for his pay- 
ment to you. Your debtors pull with the Association Bureaus. 

Consider the difference between a force exerted with you 
as against a force exerted against you . . . Then consider: 
calling your own bureau and putting that difference to work 
for you to solve your collection and adjustment problems. 


Collection-Adiustment Burcaus Denartmer 
National Association of Credit Mer 
One Park Avenue New York NY 





